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—the money from the sale ‘of Christmas Seals has promoted: 
—the establishment of sanatoriums for treating tuberculosis 


—the finding of tuberculosis in time to effect a cure 


—health inspection of school children 
-—the teaching of habits that help to insure good health 


—the bringing of rest, good food, sunshine, fresh air, medical 
attention to sick children 


Help Fight Tuberculosis 


BUY CHRISTMAS SEALS 


THE NATIONAL, STATE AND LOCAL TUBERCULOSIS ASSOCIATIONS OF THE UNITED STATES 
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Read the Important Market 
Article on Page 188 


—then send the coupon below 


The next few months will bring investment profits 
—but will these profits come to youP 


Even substantial advances for certain securities may not mean 
actual profits and stronger position for you unless you decide 
these four questions correctly. 


Firss—Which of the securities in your present portfolio will 
not fully respond to an advance—and what should you 
do with them? 


Second—What stocks should you buy—which issues best meet 
your particular requirements? 


Third—Exactly when should you buy each security? 
Fourth—W hen should you sell—when should you accept profits? 


To be assured of accurately deciding these important problems 
you need the help of investment experts who are thoroughly fami- 
liar with your personal position and who are constantly watching 
your portfolio. Intermittent advice will not do. You need con- 
tinuous counsel. 


The most practical form of continuous and personal invest- 
ment counsel and supervision is rendered by the Investment Man- 
agement Service at a moderate fee. Send the coupon below together 
with a list of your holdings so that we may give you a detailed 
explanation of the application of our counsel in your case. 


INVESTMENT MANAGEMENT SERVICE 


A Division of The Magazine of Wall Street 
FORTY-TWO BROADWAY NEW YORK, N. Y. 


Investment Management Service etiati 


42 Broadway, New York, N. Y. 


Gentlemen: 

Iam enclosing herewith my list of holdings. Kindly study this list and tell me, by mail, how your 
service would help me solve my investment problems. Also send me your booklet and the minimum cost 
of service on my account. This places me under no obligation. 
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A Long Wanted 
New Product 


[7 is easy enough to see op- 
portunities for new products 
in established markets. 


“But it takes real vision, with 
huge and remarkably flexible 
production facilities, to supply 
these products, at the same 
time holding the ground gained 
elsewhere. 


This is what Stewart-Warner 
is doing. Expanding! Protect- 
ing its interests in old markets 
—entering entirely new ones— 
as evidenced now by the new 
Stewart-Warner Home Movie 
Camera, priced at $50. 


Copy of latest financial report 
and list of products manufac- 
tured will be mailed to any ad- 
dress upon application. 


STEWART-WARNER 
CORPORATION 


1826 Diversey Parkway Chicago 
and subsidiaries 
Stewart-Warner-Alemite Corp’n 
of Canada, Ltd. 
The Alemite Corp’n 
The Bassick Co. 
The Stewart Die Casting Corp’n 
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Q. wwhe are the sources 
of Associated Gas & Electric 
System Revenue? 


- 1,330,000 residential, 
commercial and industrial 
customers in 26 states. Over 
90% of gross operating rev- 
enue is from electricity and 
gas — preferred types of util- 
ity service. 


Bonds of companies comprising 
the Associated System are sound 
investments, combining acknowl- 
edged security with attractive yield. 


Write for Booklet M2 


General Utility Securities 


Incorporated 
61 Broadway New York City 
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Lower Broadway, New York—Guaranty Trust Company's Buildings at left 
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Business Management 
and Banking 


T IS an important phase of good business manage- 
ment to have the codperation and service of an 


adequate banking connection. 


This Bank has served American business for nearly 
a century, numbering among its depositors many of 
the country's leading concerns. It affords to its com- 
mercial customers the advantages of ample resources, 
complete national and international facilities, and the 
service of experienced officers. 


We invite you to discuss your requirements with us. 


Guaranty Trust Company 
of New York 


140 BROADWAY 
FIFTH AVENUE at 44TH STREET = MADISON AVENUE at 60TH STREET 
LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 


Capirat, Surptus AND Unpivipeo Prorits 


MORE THAN $295,000,000 


© G. T.co. OF N. Y. 1931 
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Ata Glance! Rating and Financial 
Position of 1600 Listed Stocks | 


THAT sounds like a big contract but thousands of other subscribers now know it. And 
here’s how you too can know each month at a glance the rating and financial position 
of 1600 listed stocks before you buy and after you buy. You are impressed by the favor- 
able financial position, earnings comparison and prospects of one or several selected 
companies discussed say in this number of The Magazine of Wall Street. But right 
now may not be the best time to buy the particular stock or stocks which appeal to 
you. How can you keep a close check on your selections while waiting for the more 
favorable buying opportunity? Also howcan you keep watch every month for any 
promising or unfavorable developments affecting the stocks you now hold? You can 
do both simply by consulting for a few minutes each month our supplementary Statis- 
tical and Rating Service—“ADJUSTABLE STOCK RATINGS.” 
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aN 
Pocket Size , Facts You Need About Stocks 
vouky Which You Hold or Plan to Buy 


What are the Per-Share Earnings compared? 
What companies show no promise of early recovery? 
What are the danger signals, if any, on your holdings? 
What industries are going ahead—which ones declining? 
Which companies offer sound profit outlook? 
What lines of business are represented by your stocks? 
What are the Ticker Symbols of 1600 leading stocks? 
What are the High and Low Market Prices for 1930 and 1931? 
What is the Funded Debt of each company? 
What is Expert Rating on each stock? 
A Brief Statis- What is the Par Value of each stock? 
tical Review and What are the Dividend Rates and Dates, and Record Dates? 
Expert Rating of What are the Recent Stock Split-ups or Stock Dividends? 
Over 1600 Listed What i 
at is the present status or outlook? 


Securities — : 
Alphabetically Ar- Where (on what Exchange) is each stock listed? 


ranged. 
All These Investment Questions Answered In This 
Monthly Guide—“ADJUSTABLE STOCK RATINGS” 


Here at a glance you get the rating, essential statistics, current developments, and outlook on more 

than 1600 securities—including every stock listed on The New York Stock Exchange, the important 

Curb Market Securities and Bank and Insurance Stocks. Financial positions are being strengthened 

through increased operating efficiency. Improvement in Earnings account is showing up-in spots 

despite a decrease in gross. To recognize your big investment opportunity, to be ready for the turn, 
when it comes, you want all the vital information we here place within your reach. 
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SPECIAL 
The Magazine of Wall Street, 
COMBINATION OFFER 49 Broadway, New York, N. Y. 


(1) Adjustable Rieck Ratings Enclosed find $9.00 in full payment for limited special combination offer in 


year (12 issues) thi he lef 
(2) The Magazine —— Street a oe oo 


1 year (26 issues 


(3 Free Personal Advice on Any Listed Stocks 
’ Through Personal Service Department 


ALL FOR ONLY 89.00 


Same Combination Two Years for $15.00 
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— : ray 
Established 1872 NEENAH, WIS. 


NEW YORK 
122 E. 42nd St. 


CHICAGO 
8 So. Michigan Ave. 


LOS ANGELES 
510 W. 6th St. 


Don’t rely on words alone to describe 
qualities of your goods. Fresh, savory, 
delightful—ten thousand such words 
would not tell the sales story of freshness 
as vividly and dramatically as the camera 
and Clarinda tell it here. The same is 
true, too, of other sales features for other 
goods. And then use rotogravure to 
keep that sales story clear and complete 
through a million or ten million perfect 


reproductions of your advertisement. 





Words fail to describe mechanical de- 
vices, completely, clearly, and quickly. 
Words yield more and more to repro- 
ductions of photographs by roto- 
gravure in publication advertising, in 
catalogs, in direct mail pieces, in pack- 
age enclosures. In the development of 
rotogravure and pictorial advertising 
Kimberly-Clark Corporation has played 
an important part by producing papers 
perfectly satisfactory for every type of 
rotogravure printing. For black and 
white and for fine color printing as well. 
Use rotogravure and picture to drama- 


tize your sales appeal. They sell goods. 


Established 1872 


NEW YORK 
122 E. 42nd St. 


CHICAGO 
8 S. Michigan Ave. 


Neenah, Wis. 


LOS ANGELES | 
510 W. Sixth St | 











@|HE SALVATION ARMY 


has over two thousand centers, 
always open, with a welceme 
=! for the poor and distressed. In 
normal times these outposts of 
social welfare minister to the limit of 
their capacity. During the past year 
the work of helping and healing has in- 
creased almost beyond calculation. Men 
and women who never before knew pov- 
erty have been added to the ranks of 
the hungry. Ashamed, bewildered, they 
have sought the aid and advice of The 
Salvation Army. Thousands of homes 
have been saved from ruin. The unem- 
ployed have been fed and clothed, turn- 
ing a menace to society into an asset. 





An Even Larger “Program is 
‘Demanded ©his ‘Winter 


The contribution of The Salva- 
‘tion Army to the solution of the un- 
‘employment problem in national 
‘emergency relief, Christmas baskets, 
‘family welfare and a dozen other 
‘forms of assistance, will cost over 
$4,000,000. 


We “Rely on Our Griends to 
Give Us Ghat cAmount 


HOW MUCH WILL YOU GIVE ? 


Mail your contribution today to 


Commander Evangeline “Booth 


’ TIONAL HEADQUARTERS of 
TTHE SALVATION ARMY 


120 West Fourteenth Street 
New York, N. Y. 


®, if you prefer, to your local resident 
Gifts may be allocated to any 
ecific purpose or district. 
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How to provide a 


RETIREMENT INCOME 
for yourself 


HIS new Retirement In- 

come Plan makes it pos- 
sible for you to retire at any 
age you wish, 55, 60, or 65. 
You may provide for yourself 
a monthly income of $100, 
$200, $300, or more. 

Suppose you decide to re- 

tire on an income of $200 a 
month when you are 60. Here 
is what you get: 
1. Anincomeof $200amonth, 
beginning atage6oand lasting 
the rest of your life. You are 
assured a return of $20,000, 
and perhaps much more, de- 
pending upon how long you 
live. If you prefer, you may 
have a cash settlement of 
$27,000 at age 60 instead of 
the monthly income. 
2. Upon your death from any natural 
cause before age 60, your wife or any other 
heir you name receives a cash payment of 
$20,000. Or if preferred, your wife re- 
ceives a monthly income for life. 
3. Upon your death from accidental 
means before age 60, your wife or other 
heir receives a cash payment of $40,000. 
Or if preferred, your wife receives a 
monthly income for life. 
4. If serious illness or accident stops 
your earning power for a certain period, 
you will thereafter receive an income of 
$200 a month during such disability, 
even if it lasts the rest of your life. 


How much does it cost? 


A Retirement Income is paid for in small 
installments of only a few dollars a month. 
The exact amount depends on (1) Your 
present age (2) The age at which you 


Say good-by to money worries forever 


wish to retire (3) The amount of monthly 
income you will want. 

One of the great advantages of this 
Plan is that it goes into operation the 
minute you pay your first small install- 
ment. Even though you should become 
totally disabled, you would not need to 
worry. Your installments would be paid 
by us out of a special reserve fund. 


Get this Free Book 
The Phoenix Mutual Company is one of 
the oldest, most conservative institu- 
tions in this country. It was founded in 
1851, and has been helping men and 
women to end money worries for over 
three quarters of a century. 

An interesting 24-page book explains 
how this plan works—how you can pro- 
vide a Retirement Income for yourself. 
There is no cost. No obligation. Send 
for your copy now. 


PHOENIX MUTUAL 


LIFE INSURANCE COMPANY 
Home Office: Hartford, Conn. First Policy Issued 1851 








Name 


PHOENIX MUTUAL LIFE INSURANCE CO.., 650 Elm St., Hartford, Conn. 
Please send booklet giving me full informatton about your new 
Retirement Income Plan 





Date of Birth 








Busi Address. 
Home Address. 
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“STRIKE THE SAILS, SKIPPER 
WE’RE GOING OFF THE TRACK!” 


A railroad car that sailed before the wind! Such was the Aeolus, built in 1830. It was a great success...until it was 
blown from the track and piled into a mud-bank, The“engineer”, aformer sea captain, couldn’t strike the sails in time. 


7 THE MEN who built the Aeolus, the railroad was a 

dream and a hope. But even their wildest dreams 
and fondest hopes did not foresee the railroad of today — 
the most efficient means of transportation the world has 
ever known. 

Trains roaring across the country—spanning a thou- 

sand miles in less than a day. Efficient delivery of 

perishables over great distances. Of food, clothing, 
chemicals, building materials—thousands of products 
and commodities necessary for the existence of millions 
of people. Modern civilization could not exist without 
the railroads. 

To insure prompt delivery the railroads must always 
have sufficient cars—cars which, on short notice, may 
be routed to any part of the country. But the number 
of special cars necessary to take care of a nation’s 
transportation needs requires an investment prohibitive 
even to many of the largest lines. Such cars are not al- 
ways in service. Their use is seasonal. During the rest 


of the year they must remain idle. And idle cars mean 
tremendous expense. 

Many railroads therefore, maintain only sufficient 
cars of a special nature (such as refrigerator and tank) 
for their daily requirements. And, at peak seasons, they 
call upon the General American Tank Car Corporation 
for additional equipment. General American, by leasing 
cars first to one road and then another, is able to oper- 
ate its fleet of 50,000 cars economically throughout the 
entire year. And thus it becomes the railroads’ most 
efficient aid—enabling them to render better service 
than otherwise could be possible. Address Continental 
Illinois Bank Building, Chicago, IIl. 


GENERAL AMERICAN TANK CAR CORPORATION 


BUILDERS OF ALL TYPES OF RAILROAD FREIGHT CARS 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 
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T is this season of the year which affords us the opportunity to see 
practical things through spiritual eyes. And somehow we are fired 
with a new faith,—a new courage—and renewed vision,—to see 

progress and fullfilment in the future. 


Since the beginning of time men have been striving for happiness. Be- 
cause they have endured hunger, cold and disease, too many have believed 
that happiness lay in the possession of wealth. The more the wealth—the 
greater the happiness. Even though throughout the ages history has clearly 
shown that that way has led only to decadence for the individual,—that 
nations who have sought material wealth too aggressively have crashed;— 
still in a period of feverish accumulation, it is difficult to remember. 


The year which has but a short time to run will mark the passing of one 
of the greatest economic and social upheavals in the history of the world,— 
the result of living by a false and empty philosophy. We were taught to 
believe that life is short,—we are here today and gone tomorrow,—that 
we must therefore accumulate quickly,—madly,—hecticly. 


Thus we lived for the day,—and we have learned that the day has been 
but three years long,—and life goesonandon. There isalwaysa tomorrow. 
Still who can blame the new generation which in the innocence of inexperi- 
ence believed it could conquer the world with its vitality alone? 


But tomorrow is still before us—and new days upon days in which to 
build soundly—now that we know. Let us therefore be practical and 
build enduringly,—not for the moment. 


It would be wonderful if this tomorrow could be the dawn of a new and 
finer civilization. And why not? There is every sign that men are 
thinking harder than ever—and that brings wisdom. The same passionate 
desire will produce the zeal. And, it will be done. 


To you ‘all—our many thousands of readers and friends with whom we 
feel a close and sympathetic bond—we extend our best wishes for a 
Merry Christmas and the jolliest of New Years, bringing you prosperity 
and happiness in full measure. 





























When Gold Dust 
Was Legal Tender 


In the pioneering days of 1866—when gold dust largest gas and electric company in the state. In 20 
was accepted as legal tender—a great enterprise was years its electric sales have increased 600%—from 
ooo. hema = the cA rayne 35,000,000 to 273,000,000 kilowatt hours annually. 

ee eee ee Gas sales have increased 500% to 6 billion cubic feet 


was incorporated. 
annually. 


Giant strides have been taken in the intervening 
years. Out of them has evolved Public Service Com- 


pany of Colorado, now one of the 150 progressive 
and prosperous subsidiaries of the vast Cities Service subsidiary. Expansion has continued from year to 


organization. year until Cities Service is today recognized as a 


The growth of Cities Service Company has been 


no less remarkable than the growth of its Colorado 


From a modest beginning, Public Service Company leader in three essential industries—electric light and 


of Colorado has grown amazingly until it is now the power, petroleum and gas. 


To invest in Cities Service Company securities is to participate in widely diversified earnings 
that grow with the nation. Send the coupon for full details TODAY. 


HENRY L. DOHERTY & COMPANY 
60 Wall Street (A) New York City 


Branches in principal cities 





a : : a : HENRY L. DOHERTY & COMPANY, 
LISTEN IN—Cities Service Radio Hour—a pro 60 Wall Street, New York, N. Y. 


gram of variety music with Jessica Dragonette, 
the Cavaliers and the Cities Service Orchestra. 
Fridays, 8 P. M. Eastern Standard Time—WEAF 
and 37 N. B. C. Associated Stations. 


Please send information about Cities Service Company's *‘e- 
curities. 
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E. Kenneth Burger 
Managing Editor 


Investment and Business [rend 


C. G. Wyckoff 


Ratification or Repudiation—The Dwindling Pound—Sane 
Reserve Action—Price Fixing Delusion—Exaggerated Bond 
Fears —The President's Message —The Market Prospect 


RATIFICATION hear from Wash- 
OR REPUDIATION? \Y) ington that there 

are scared whisper- 
ings that the new Congress, sick and tired of inter- 
governmental debt cancellation talk and of the mess 
our private loans abroad have got us into, will repudiate 
President Hoover’s moratorium. 

This is inconceivable—but a foreign correspondent 
reminds us that Congress repudiated President Wil- 
son’s pledge to the Allies in the Versailles treaty. We 
went off and drafted a separate treaty after establish- 
ing the main outlines of the Treaty we hung on our 
allies and the Germans. 

It is true that Congress is not bound by promises 
made by individual members to the President. But 
the President acted in the only possible way he could 
in a situation which required instantaneous decision. 
Congress was put on notice of his program, and we do 
not recall that there was one protest before he took 
the decisive step. 

Whether we should cancel any of the European ob- 
ligations owed us is open to serious doubt, but as to 
the merit and necessity of a moratorium in this period 
of economic distress there can be no question. This 
is a very bad time to examine Germany’s capacity to 
pay, for her position probably will be much improved 


a year or two hence, when business is on the road to 
recovery. 

Meanwhile, the moratorium may prove the only 
effective defense against repudiation. It has already 
given rise to a series of important international events, 
decisions and negotiations which would be utterly dis- 
rupted by a sudden change of American attitude. To 
refuse to give the President post facto authority for 
what he has done would have serious consequences 
in rekindling international fears and suspicions and in 
delaying world trade recovery. 


=~ 


THE DWINDLING S we write the pound 
POUND Sterling is worth about 

$3.25, against a nomi- 
nal value of $4.86. No wonder France is beginning 
to worry about when and at what point the pound will 
go back to a gold basis. We are concerned ourselves 
—as are all countries that have credits in England and 
are trying to do business with her. 

For example, the vagaries of the goldless pound are 
making it impossible for our Tariff Commission to take 
action on some proposals for changes in our tariffs. 
There is no way to ascertain what are British costs 
of production, and so our flexible tariff cannot be 
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flexed. And yet the downward plunge of the pound 
daily cheapens British production costs and slices big 
chunks off the protectiveness of our tariff. If six 
cents a hundred pounds was just sufficient protection 
for American cement against British competition it 
certainly is not with the pound off about a third, and 
at least one big shipment has already been made. 

As yet there seems to have been no advance in 
British domestic prices. But such an advance cannot 
long be delayed. When those prices begin to go up, 
more currency will be required. Then England will 
have to choose between printing press inflation of the 
currency, or a return to the gold standard, unless she 
can devise some other method of stabilizing her prices 
in relation to the gold standard, which is still supreme 
in international trade and finance. It is thought in 
some quarters that she will be able to do so—and never 
return to the gold standard. In the meantime it will 
be more and more difficult to export to England and 
more and more easy to import from her. She is in a 
position to play both ends against the middle. 

It is our opinion that the British will squeeze all the 
profit they can out of the tobogganing pound while 
they are feeling for bottom for it, and then fix it at a 
new parity which will not rob some classes too much 
in order to give something to other classes. 
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NSWERS of member 
A banks of the Federal 
Reserve System to ques- 
tions submitted by a sub-committee of the Senate com- 
mittee on banking and currency regarding various pro- 
posals for broadening the eligibility of paper offered 
for rediscount are generally in the negative. We think 
their position is sound. Certain credit needs may call 
for a new type of Federal banks, but the need should 
not be served by the Federal Reserve System. Recent 
experience with frozen credits resulting from long-time 
or non-self-liquidating paper should be ample warning 
against making the commercial banks more uncommer- 
cial. They have gone much too far in that direction 
already. On the other hand, the proposals of a commit- 
tee of the Federal Reserve System for changes in the re- 
serve requirements are appealing. The most important 
of these is the recommendation that bank reserves should 
be related to the volume of the turnover of deposits 
instead of exclusively to the volume of deposits. It is 
proposed that there shall be added to the reserves based 
on deposits an amount equal to 50 per cent of the 
average daily turnover of deposits, within a maximum 
of 15 per cent of gross deposits. 

The effect of this provision would be to increase 
reserves during periods of great business activity and 
speculation, which in turn would tend to check un- 
warranted lending. It would operate to strengthen 
a most important function of central banking, which 
is to adjust the volume of credit to the real need for it. 

Our Federal Reserve System has a long way to go 
yet in realizing its possibilities of credit control in the 
interests of a free and full flow of sustained business 
activity—avoiding both feverish activity and extreme 
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powers it now has. We are still waiting for one good 
reason to be advanced why the system should not now 
expand credit through open market operations. 
=~ 

THE PRICE FIXING CONOMIC delusions 
DELUSION i die hard. Will busi- 

ness never learn that 
artificial production control—which is a polite term for 
price-fixing—is dangerous in principle and practice? 
Perhaps we wil! some day live in a Utopian world in 
which business men not only will possess an absolute 
economic wisdom but will generously and scrupulously 
apply the Golden Rule in their competition with each 
other. When that happens price-fixing may work. 

Thus far, however, man’s boldest efforts to direct 
the machinery of supply and demand have been no 
better than the equivalent of throwing a monkey- 
wrench into the gears, invariably making matters worse 
rather than better. The prize example is our Farm 
Board, which, we presume, will go happily on its costly 
way until the allowance granted by an indulgent Con- 
gress runs out. 

But doubtful panaceas are not confined to Washing- 
ton. The sugar industry, finding the journey to arti- 
ficial revival painfully tedious, is already frantically 
seeking a further cut in international production 
quotas. Unlike the burned child, Brazil, it seems, 
does not dread the fire. Again she is tinkering with 
coffee valorization schemes. The tin cartel hopefully 
announces another cut in production and the copper 
producers continue their argumentative efforts to agree 
on some method of limiting output. Off-hand, the 
only commodity we can think of that is responsive to 
artificial control is the diamond; and even here, re- 
gardless of the tricks that may be played with supply, 
depression proves that demand is a law unto itself. 
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BOND FEARS market at its apparent face 

value, it could only be as- 
sumed that a distressing number of corporations, espe- 
cially in the railroad list, are headed for imminent re- 
ceivership. Prices of many issues have dropped to 
fantastically low levels. Investment demand is painfully 
thin. But san any sane person believe this condition is 
an accurate reflection of real values? We-doubt it. Be- 
cause of a lack of confident demand, prices of second 
and third grade bonds decline violently on even a mod- 
erate volume of necessitous or frightened liquidation. 
A change of sentiment, a return to reason—which we . 
must ultimately have—would bring about an equally 
violent reversal of the price trend. 

Even where receivership is likely or actually effected, 
hysteria is unjustified. What if a railroad has to re- 
organize its capital structure to cut fixed obligations in 
half? That probably would involve a loss of 50 per 
cent of the investment equity in junior bonds, but vari- 
ious such bonds are at prices which discount prospec: 
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tive capital losses of 75 to 95 per cent. 


depression. But while it is asking for improvements 
The first mortgage 5 per cent bonds of the Wabash 


in its mechanism it might be well for it to use the 
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Railroad, now in receivership, are selling at 59. The 
issue totals only $33,900,000 out of an aggregate 
funded debt of $130,000,000. On this prior debt 
interest has been earned many times over in normal 
years and appears to be safely covered even by dis- 
asterous 1931 earnings. It is possible that interest 


payments may be temporarily deferred, in order that 
all earnings be applied in strengthening the position 
of the road. In that case the actual equity back of the 
bond will be increased. The investor who throws such 
a bond overboard at virtually half-price should have 
his head examined. 





THE MARKET 
PROSPECT 


UR most recent investment 
QO advice will be found in the 

highly important article 
dealing with the prospective new trend of the market 
appearing on page 188 of this issue. The counsel 
embodied in this feature should be considered in con- 
nection with all investment suggestions elsewhere in 
this issue. 

Taking the Pulse of Business, the fortnightly inter- 
pretation of our business barometer, will be found on 
page 204. 

Monday, December 7, 1931. 








66 STRONG America is the highest contribution 
to world stability,” says President Hoover in 
his annual message to Congress. A _ special 

message deals particularly with foreign affairs, but the 
emphasis the general message places on dealing cor- 
rectively with the depression, through strengthening 
the domestic position by appropriate legislation, is sig- 
nificant. 

If we place the right interpretation on it, it means 
that we shall not go a-hunting for trouble by further 
projection of our activities into the economic morasses 
of other nations. We can, as the President says, make 
a large measure of recovery independent of the rest 
of the world. 

In view of the fact that the President names the 
deplorable financial situation of the railways as rank- 
ing with foreign economic chaos and home credit 
paralysis as the main factors in prolonging the depres 
sion, it is to be regretted that he does not call for 
some measure of immediate emergency relief for the 
railways. They are, it is true, included among the 
beneficiaries of the highly commendable proposed 
Reconstruction Finance Corporation. But unless 
Congress recovers some of its war-time legislative speed 
some of the railways may suffer receivership before 
rescue plans are perfected. 

The Reconstruction Finance Corporation, bringing 
financial life preservers also to export trade, agricul- 
tural credit organizations, and deserving industries will 
tend toward an early restoration of public confidence, 
that, the President rightly declares, is essential to the 
dissipation of credit paralysis. 

We have previously expressed our approval of the 
plan for a system of home-loan discount banks. The 
early revival of residence building on an adequate scale 
is an indispensable factor in any sustained and per- 
manent recovery of economic normality in America. 

The recommen- 
dation for legisla- 
tive action to 
hasten the liqui- 
dation of deposits 
in the hundreds 
of failed banks 
isadmirable, 
but we do not 
agree that the 


The Presidents Message 


Fri. : Saf ee 
ILI i, see ; ganizing 


Mn 
P eer. 





Federal Reserve Banks are the proper medium. Noth- 
ing should be done that will further take that sys- 
tem away from the domain of commercial banking. 
Such an undertaking would seem, rather, to belong 
to the Reconstruction Finance Corporation. We view 
as hazardous the recommendation that the definition of 
commercial paper eligible for Federal Reserve redis- 
count shall be broadened. 

The President’s opposition to the repeal of the anti- 
trust laws will be received with popular favor; and 
so also, we hope, his plea for a measure of practicaliza- 
tion of the application of those laws, especially with 
respect to the natural resource industries. 

We stand unqualifiedly with the President in his 
insistence that there be no general tariff revision. Cer- 
tainly this is no time for a downward revision of the 
tariff when the demoralization of many foreign cur- 
rencies operates automatically as a reduction, in effect, 
of our duties. 

As for national finances, we believe that the sober 
common sense judgment of the nation will support the 
President’s view that the only new bond issues should 
be for meeting such budgetary deficits as cannot be 
handled with a moderate increase of taxation. But 
we cannot agree that an increase of taxes to the extent 
of more than 900 million dollars annually for two 
years is moderate, in view of the heavy burdens busi- 
ness is carrying. The President does well to oppose 
bond issues for the financing of public works as a 
means of relieving unemployment. Private industry 
will quickly and normally dispose of unemployment, 
once confidence is restored and the wells of credit flow 
again. He is equally judicious in continuing his firm 
opposition to anything in the way of a Federal dole. 

As a whole, the message is a calmly confident and 
reassuring document. It lacks rhetorical inspiration. 
It will not stir the nation to an enthusiastic offensive 
against business 
obstacles. But it 
does breathe con- 
fidence that this 
nation is capable, 
even if hitherto 
dilatory, of reor- 
its af- 
fairs and rebuild- 
ing prosperity. 
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This Is the Time to Buy Stocks 


First Important Buying Point in Two Years Is Indi- 
cated. Financially Strong Companies Recommended. 


By A. T. Miter 


important intermediate bottom—and probably the 

final bottom of the bear movement—before Decem- 
ber 31'and that the subsequent prospect is for an apprecia- 
tion of values over the early months of 1932. 

Accordingly, this publication herewith abandons the 
policy of watchful waiting successfully followed for so 
many months and definitely recommends that such oppor- 
tunity as reaction affords between now and the end of 
the year be utilized for the careful and selective accumula- 
tion of common stocks. 

A list of the stocks we favor accompanies this article. 
Each issue has been exhaustively analyzed, with particular 
emphasis upon financial strength and prospective earning 
power during the initial phase of business recovery. 

We do not urge that each of these stocks be purchased 
at the market at the moment of publication of this article. 
Even over a period of two or three weeks there will be 
room for more or less important fluctuations in market 
movement. Thus, buyers will have to exercise some latitude 
of individual judgment if accumulation is to be most ad- 
vantageously timed. 


W: believe that the stock market will hit at least an 


In relation to a program of accumula- 
tion, it may perhaps be helpful if we 
briefly outline our conception of the 
possible types of market action to be 
seen in the early future. At the present writing the railroad 
stocks, which have accurately forecast the basic trend for 
the last two years, have declined by a decisive margin to a 
new low level for the depression, but industrial issues and 
the public utilities semain slightly above the average low 
of October 5. 

Combining these three important groups into a single 
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Favorable 
Technical Sign 


average, we find that the market has made an almost per- 
fect “double Bottom,” meeting at least temporary support 
approximately where it had been met on October 5. This 
is a favorable technical signal—as far as it goes. It has 
prevailed for a week, at this writing, but is not conclusive 
and can be accepted as significant only if a general under- 
tone of firm resistance is maintained somewhat longer. 

In general, we are convinced that the nearer we ap- 
proach the end of the year without serious decline, the less 
reason there is to expect it. We doubt that the immediate 
business records, which are seasonally unfavorable, will be 
a vital speculative factor, but, of course, there are possibili- 
ties of “outside” news developments capable of affecting the 
market trend and these, as well as the day-to-day movement, 
must be closely watched during the next few weeks. 


The development of acute financial and 
political crisis in Germany would adversely 
affect the market. This threat is now being 
reflected in acute weakness of German bonds. 
Prices will be influenced also, favorably or unfavorably, by 
railroad labor's decision to accept or reject proposed volun: 
tary wage cuts, a decision which should be known by the 
time this article is published. A voluntary reduction would 
save the credit of the railroads and would constitute an 
immediately bullish market factor. If resort is to be had 
to protracted negotiation and arbitration, as seems prob- 
able, market response may be unfavorable. : 

In any case, however, whether we face a “double bottom 
or a fresh phase of decline which will extend the major 
bear movement, an unusual buying opportunity is offered. 
If there is significant, active decline, it would not be sur 
prising to see most representative stocks selling some 10 
per cent under October 5 prices and reaction conceivably 
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could amount to 20 per cent, thus offering an attractive 
range for scale-down accumulation. In this connection it 
is worth noting, however, that liquidation thus far has 
gathered no such heavy volume as was present in previous 
phases of decline this year. 

If the present “double bottom” holds, the logical result 
should be a series of minor rallies and reactions, sessions 
of weakness offering favorable purchasing opportunities. 
We doubt that advance from such a technical formation 
could attain runaway proportions. In short, the present 
probabilities appear to point either to some further reaction 
or to a generally sidewise movement for the immediate 
future, rather than to sensational advance. This means 
that wise investment policy need not be impetuous. 


We come now to the broader factors 
which govern our change in investment 
attitude. It is a change that has regard 
for basic economic developments and also 
for important technical and seasonal influences. It should 
be plainly understood that we do not venture to predict 
the precise date of a major turn from depression to revival. 
The basic transition is too protracted and gradual to justify 
any such forecast. Nor do we say that the stocks we 
recommend should be tucked away in a safety deposit box 
and forgotten for the next five years. 

We have ground to believe that business and stock mar- 
ket cycles for some years to come will be of shorter duration 
and scope than those to which the public has become accus- 
tomed since the World War. Such a development would 
be merely a return to something like pre-war and pre- 
inflationary normal in speculative fluctuation. 

Accordingly, we feel that investors in common stocks 
should forego the impossible task of looking years ahead 
and should confine their efforts to studious appraisal of the 
nearer term outlook, thus maintaining an open mind and, 
since there is a constant flux of economic movement, be- 
ing alert to developments which, possibly four or six months 
hence, might suggest either 


Near Term 
Prospect 


mon denominator, then, is the movement of commodity 
prices, the most basic and most reliable index by which 
we can measure the speed and scope of deflation. 

It is in primary relation to the altered levels of com- 
modity values that most of our specific difficulties arise— 
including reduced purchasing power, unemployment, re- 
duced wage standards, surplus goods, stagnation of domestic 
and foreign trade and the inability of individuals, corpora- 
tions and governments to meet obligations incurred in an 
era of high prices. 

However important many of these secondary maladjust- 
ments are and however long it may take for some to find cor- 
rection, any change for the better at the foundation—which 
is the movement of the commodity average—is the most 
heartening and most fundamental change that could occur. 

We believe that such a change is now in process of 
establishment. One need only compare the charted move- 
ment of commodity prices since 1929 with the wild gyra- 
tions of securities and with the irregular and confusing 
trend of most industrial indices to note that the commodity 
trend has been the infallible reflection of the progress of 
depression. There have been no false rallies of importance. 

During the first five months of this year the commodity 
decline continued at unbroken pace, raising a towering 
obstacle for management in the form of inventory deprecia- 
tion and otherwise disrupting normal business processes. 
Since May, however, despite acute deflation in securities 
and growing public pessimism, the underlying decline has 
been decisively checked. 

Between January 1 and June 1 the commodity index 
of the United States Department of Labor declined from 
77 to 71.3, a loss of approximately 6 points. But in the 
next five months, up to November 1, decline was extended 
less than 3 points to the index figure 68.4 and as we enter 
December there is no indication that the former pace is to 
be renewed. 

We do not hesitate to assume that there must be funda- 
mental significance in the fact that over a period of months 
the speed of commodity decline has been cut in half, This, 
together with the fact that the increased resistance has 

appeared virtually at the 1913 





major or minor changes in in- - 


level—marking, on the aver- 





vestment policy. 

In announcing this change 
in our own advisory policy, 
we are concentrating on the 
nearterm prospect. We are 
forecasting an appreciation of 
market values, either moderate 
or substantial, for the forepart 
of 1932. We are frankly 
leaving it for the future to 
determine whether this re- 
covery will be intermediate or 
whether it will expand into 
basic revival. The decision, of 
course, will be dictated by the 
actual business and industrial 
developments of the new year. 

In looking toward relatively 


prospect. 


year.” 


“In announcing a change in our advisory 
policy, we are concentrating on the near-term 
We are forecasting an appreciation 
of market values, either moderate or substan- 
tial, for the forepart of 1932. We are frankly 
leaving it for the future to determine whether 
this recovery will be intermediate or whether 
it will expand into basic revival. The decision 
necessarily will be dictated by the actual busi- 
ness and industrial developments of the new 


age, a complete cancellation of 
the war era inflation—strong- 
ly suggests that we are at or 
close to a solid price founda- 
tion. 

Within the index quoted 
above there are, of course, 
some very serious maladjust- 
ments. Farm prices, generally 
speaking, probably have gone 
too low and prices of certain 
manufactured products have 
not come down enough, this 
disparity seriously affecting 
agricultural buying power. 
The gap perhaps will be closed 
or narrowed by farm prices 
improving moderately and 








early economic improvement it 
18 necessary to try to get our 
Present bearings. Depression is a multiplicity of destruc- 
tive forces, confusingly intertwined and interrelated. The 
majority of the difficulties are secondary, relating back to a 
single major cause, the exact nature of which no doubt 
will always be subject to dispute among economists. 

It is possible, however, to reduce the depression to a 
common denominator. Depression is deflation, the descent 

m a higher economic level to a lower one. The com- 
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prices of finished goods mov- 
ing further down. 

Such individual adjustments, as well as a thorough adjust- 
ment of wages, rents and retail prices to a new price base, 
will take time and until they are completed business can- 
not thrive. There is no reason, however, why a start 
toward business improvement must await completion of this 
process for, granted reasonable stability in the underlying 
price base, business men can lay their plans with increased 
courage and confidence. 
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Moreover, it is difficult to escape the conclusion that such 
price maladjustments as remain to be corrected have been 
rather thoroughly discounted in security prices as they 
approach a bed-rock investment basis comparable to that 


which proved a stopping point in older depressions, before 
the “New Era” nonsense was ever given credence. 

The fact of a changed price level is, of course, a handicap 
to all who are encumbered with boom era obligations and 


necessarily plays its 
part in curtailing 
business activity, but 
trade stagnation is 
even more largely due 
to the uncertainties 
and difficulties _in- 
volved in the process 
of change. Once we 





been removed from the path of business revival. 
We have cited some fundamental reasons for anticipating 
near-term improvement. Perhaps equally important, in a 
practical stock market sense, are the purely technical and 
seasonal factors. The tendency of a declining market is 
to go to extremes and to result from time to time in vir- 
tually automatic rallies, such as we have repeatedly seen 
during the last two years. The internal forces at work 
in a climactic reaction 


Lower 








_ 


Consolidated Gas ........ccrcccccccccee 
Public Service of New Jersey .......... 
American Telephone .............+..-.. 


Selected Investment Suggestions 





are adjusted to the PRBS FIRS oct asd cespccseecccsccpnces 
lower basis business NN a, 
can begin to go ahead el ME 50 ob4 odds cpnheecssasp an doe 
in normal volume ENED. coc San dnkss asscsaesiess 
and, since costs will be I ee sl actihg 
dr. astically lower. » even Drug, Wo. ...cc.ccccccescccccscscvcers 
moderate expansion I ne rae oy ou 
in volume can be SEN ees Cae reare ck c ocnccneae 


translated into im- 
proved profit margins. 
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which business is 
forced to learn in de- 
pression result in efh- 
ciencies and improve- 
ments that contribute 
substantial impulse to 





Norfolk & Western .............-e+005 
Chesapeake & Ohio .........+-.eeeeee-- 


Monsanto Chemical .........+-.++-ee0++ 
Standard Oil of New Jersey............. 
General Electric .........sseesceeesers 
International Business Machines....... 
United Aircraft, Preferred............. 





eeimeeeneeerses are simple. 

| prices attract more 
and more solid invest- 
ment buying. Traders 
"ries. Dividend Yield step - for . ourn. 
i: ~ a 8.1% The stream of liqui- 
= hit ea dation is balanced or 
oe . i stemmed and a grow- 
ane ‘ ce ingly weak short in- 
ss Pt mn terest is forced to 

ss pe nye cover. 
i niet dae | ke A similar outcome 
* ie i to any further reac- 
4 ; a tion may be expected, 
10% $1 plus 50c extra 10 one ee eculati ve 
“e * ba 9 ture remains un 
na - “a changed. An _ enor- 
. aks ad mous total of stock 
a ‘ . has been taken out of 
‘is — ft the market in outright 
= 4 ta purchases, as is at- 
. a “8 tested by the remark- 
‘is oe able increases most 
i : ‘hs companies are report: 
va ane is ing in the number of 
na mn ves registered sharehold- 
i on ra ers. The result of this 
118 $6 plus 5% stock 5 o ” reduce the float- 
- ; oe ing supply of stocks 
and inherently 
strengthen the mar- 











eventual revival. The 








results should begin 


to speak for them- 
selves in the new year. They will not lift us of themselves 


to a boom prosperity but will contribute to a level of busi- 
ness activity which, although sub-normal, will mark a 
gratifying improvement of the present “bare subsistence 

level. 

There is evidence also of substantial improvement in the 
purely financial phase of the depression. Here we have 
gone through a curious outbreak of public fear, resulting 
in the destruction of confidence in our banking structure 
and the amazing, if temporary, spectacle of a foreign “run’ 
on the dollar, with consequent heavy exports of gold. It 
would be difficult to say to what extent hysteria has been 
cause or result of bank failures. 

This is a financial and psychological aftermath to depres- 
sion, devastating if not checked, but actually. without 
prophetic relationship to the future course of business. 
Fortunately, it appears to have been checked. While there 
has not yet been any important return flow of hoarded cur- 
rency to the banks, the increase at least has been halted. 
Foreigners have recovered from their absurd fright as to the 
soundness of the dollar and our stocks of free gold have 
again been increased by imports. 

The peak of bank failures, centering in December last 
year, appears this year to have passed in the second week 
of October, when there were 166 insolvencies. Since then 
the number has steadily decreased, dropping to twenty-five 
in the last week of November. If this improvement 
continues, an important year-end obstacle will have 
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ket’s internal posi- 
tion. 

That this position has been tremendously deflated is 
amply demonstrated both by low stock prices—prices low 
not only in relation to 1929 but even to normal years— 
and by the decline in brokers’ loans from the 1929 peak 
of 6.8 billion dollars to a total of less than 750 million 
at present. In its internal aspects the market would seem 
to be virtually as ripe for a collapse of over-done pessimism 
now as it was for the sudden wrecking of an optimism 
run wild in 1929. 

Little need be said of the seasonal factors which justify 
hopefulness. Seasonal gains in business activity, providing 
a spring bulge, may be accepted as normal expectation. The 
physical volume of business at the close of December, par- 
ticularly in depression, tends to fall to the lowest ebb of 
the year. There is a virtual cessation of activity and opera’ 
tions fall below the actual, minimum living level. Con- 
sequently, there is a natural rebound after the turn of the 
year. 

Whether such gains in the early months of 1932 are 
to be greater or less than “seasonal expectation” remains 
to be seen, but in any event they will supply a certain 
amount of tangible support for speculative operations, as 
was the case in the early months of 1930 and again this 
year. 

We have no inclination to ignore the various unfavor- 
able factors which exist. European uncertainties hang 
heavily over our heads. Germany, in particular, is a sore 
spot. The world is in the dark both as to her actual capacity 
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to pay reparations and private debts and as to her willing- 
ness to pay. Nor does it know whether the road Europe 
is now travelling will lead ultimately to peace or to war. 

We do not know the final implications of Russia’s vast 
economic experiment. We do not know when or at what 
level Great Britain will stabilize the pound. 

It is well to bear in mind, however, that on all of these 
problems public opinion seems to expect the worst. The 
more they are talked about the more stoical the stock mar- 
ket becomes and the more probable it appears that the 
worst either will not happen or will be accepted with: quiet 
resignation rather than panic. Prevailing security prices 


may discount more trouble than even Europe can supply. 


Moreover we are convinced that the 
theory of our general dependence upon 
foreign trade for 10 per cent of our 
business volume—the 10 per cent which 
provides a margin of prosperity—has been too loosely 
accepted. For obvious geographical reasons, our natural 
trade sphere is with Canada, our largest customer, and 
with Central and South America. There are no impossible 
obstacles to further ultimate development of these fields. 

Our European trade is important rather than vital. 
Without it, we could hardly duplicate the boom activity 
of 1928 and 1929—but no one expects that. It is not a 
10 per cent loss of business volume that confronts us but 
a loss of approximately 35 per cent from estimated 
“normal.” And the vital part of this loss in a purely do- 
mestic loss. ‘To get back to 80 per cent or 90 per cent of 
nermal on a domestic basis is not too much to expect, and 
that, in comparison with the present 65 per cent level, 
would be relative prosperity, enabling efficient corporations 
to earn satisfactory profits. 

Domestic difficulties also are many, but not insuperable. 
Commodity price adjustments in individual relationship, 
as above stated, are not yet completed. A frozen real estate 
situation exists and its thawing can only be slow and will 
inevitably involve heavy losses. The banks, despite im- 
provement, have not yet attained the liquidity they ap- 
parently feel is desirable, as is indicated by continuing 
liquidation of collateral loans. 


Foreign 
Trade 


Perhaps the greatest domestic sore spot is the weakened 
credit standing of the railroads, already reflected in one 
receivership and by distressing decline in railway securities. 
Due to the heavy proportion of fixed obligations under 
which the carriers operate and the inelasticity of manage- 
ment which results from rigid governmental control, this 
industry is peculiarly susceptible to financial difficulties 
whenever major depression comes along. A certain num- 
ber of receiverships and reorganizations have been the 
aftermath of past depressions and can hardly be avoided 
now. 

It is probably safe to predict, however, that there will be 
fewer such difficulties than the financial community now 
imagines. Certainly the bond market has gone to fantastic 
lengths in discounting possible adversities and so have 
many railroad stocks. In the majority of instances first 
mortgage bonds, adequately covered even by 1931 earnings, 
would not be disturbed even by receivership, yet are being 
foolishly sacrificed. Some weak roads would be out of the 
woods with a capital reorganization which reduced fixed 
charges by one-third or one-half, yet junior bonds of such 
roads sell at prices which allow for loss of 80 per cent or 
90 per cent of the investor's equity. 

We believe this situation is too absurd to last. It could 
be saved by early reduction in railroad wages or by mode- 
rate improvement in freight trafic next year. As a final 
resort, it would not be too much to expect some form of 
government aid to those roads most in distress. 

In short, neither in the foreign nor the domestic posi- 
tion do we find any impossible barrier to a change in the 
economic tide. 


The stocks herein recommended offer 
a broad diversification, but the selec- 
tion is nevertheless rigidly discrimi- 
nating. Industries which serve satu- 
rated or overly-competitive markets, or which are character- 
istically slow to recover earning power after depression 
have been eliminated. The companies selected have favor- 
able prospects, we believe, both for the early future and 
the longer term. Each possesses a substantial earning 
power, even under present business conditions and each is 
in strong capital and financial posi- 


Recommended 


Stocks 





Business activity is in seasonal de- 
cline and during the closing weeks 
of the year will certainly offer lit- 
tle encouragement. The stock 
market is faced with “tax selling.” 
The assembling of Congress, 
with possibilities of radical and un- 
sound legislation, is an element of 
business uncertainty, but here 
again Wall Street is prepared for 
the worst and probably will not 
get it. Nevertheless, even con- 
servative and perhaps necessary 
tinkering with such matters as 
taxes and tariff is not immedi- 
ately helpful to business because 
of the length of time that decision 
is usually left in the balance. 
_The unhappy condition of pub- 
lic finances, national, state and 
municipal, will come in for in- 
creasing attention and is more 
likely to be taken care of by in- 
creased taxes than by economies in 
expenditures. 


tion. 

In the majority of instances 
present dividend rates appear safe. 
Where there are possibilities of 
moderate downward revision, these 
would seem to have been amply 
discounted in prevailing prices. 

Our list includes five public 
utilities, five mechandising stocks, 
four rails, three food stocks, three 
chemicals, one oil, one electrical 
equipment, one business equipment 
and one aviation stock. 

There are various instances of 
over-expansion in the public utility 
field, particularly in holding com- 
pany operation. There is also the 
prospect of political agitation for a 
closer degree of governmental 
regulation. Nevertheless, at the 
right price, stocks of the large, 
thoroughly intrenched operating 
companies possess a convincing in- 
vestment appeal. The primary 

(Please turn to page 244) 
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World Factors Blocking 


International Recovery 


Inextricably Involved As She Now Is, Amer- 
ica Must Lead the Way Back to Prosperity 


By THropore M. KnapPEen 


NDER,” looking to the North, wrote Edward 
Hutton, in 1911, “lies all the mystery of the 
Germanies; the barbarism that all but unmade 
Europe, that broke it again in the Sixteenth Century, and 
that even today is but waiting its opportunity for a new 
conquest.” 

That is what an Englishman wrote before the World 
War, and it is what Frenchmen think today. To them, all 
European history is nothing but the fall of the Roman 
Empire before the onslaught of the German barbarians and 
the endless endeavor to restore it. When Marshal Gouraud 
beat back the German host on the 
plains of Chalons in the second battle 
of the Marne he doubtless compared 
himself to the Roman com- 
mander, Aetius, stopping the 
destroying onrush of Attila, 
the Hun, on that same plains 
fifteen hundred years before. 

But is all this merely a 
tragic heritage of the racial 
memory that is to be cleared 
from modern minds by the 
advance of the regenerating 
conceptions of a common 
humanity? 

Who can say? We are 
too near to it all. We can 
only note and meditate eS 
upon what is transpiring, 
knowing not whether it 
be an episode or an epoch, 
but also knowing that 
upon what is happening or 
impends in Europe depends 
the tranquillity, of the world 
and the happiness or misery 
of a large part of earth’s two 
thousand millions. 

To put it in proasaic 
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terms—with something of an anti-climax—an early return 
of better times and the prospect for a world-embracing 
prosperity in later years, in this country as in others, turn 
largely upon the solemn events that are developing in 
Europe. 

Unless and until we reorganize and readjust our whole 
economic structure to the greatest possible degree of self. 
sufficiency the politico-economic problems of the foreign 
world will affect us almost as potently as our purely 
domestic business difficulties. 

Virtually all the vital problems of Europe converge to- 
day upon France,—visualizing herself 
as the seat of enlightenment and the 
repository of culture—Berlin, London 

and Rome are in eclipse. 
Moscow has become the bar- 
barian—the ultimate barbar- 
ian, perhaps, against which 
all western European culture, 
Teuton and Latin alike, may 
yet unite. 

The nation that was for 
nearly 60 years in the shadow 
of defeat now sits atop the 
European world. Between 
her military power, her skil- 

ful diplomacy, her com 

parative economic stabil- 
ity and financial strength 
virtually nothing of inter- 
national importance can 
be decided upon in Europe 
without her consent. 
France holds at least the near 
fate of Europe in her hand. 
The hope of Europe for the 
quick coming of better days 
depends upon whether 

France will finally swing 

to the broad view and 

abandon her present nar- 
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pennywise, un- 

doubtedly, but also pound foolish—or that something will 

happen to dislodge France from her key position. 
Pardonably intoxicated by the succession of events that 

make the present Republic even more powerful than the 

Empire of Napoleon I. the French have undoubtedly been 

deeply moved by dreams of continued European supremacy, 

dreams that have little regard for the degradation of other 

nations which must be the complement of enforced French 

ascendency. There seems to be little understanding of the 

fact that in the com- 

plex organization of 

modern society in 

Europe none of the 

great nations can long 

remain truly great if 

the neighboring nations 

are in spiritual humili- 

ation and economic dis- 

tress. There are some 

Frenchmen, and per- 

haps their number is 

much larger than sur- 

face indications show, 

who believe that the 

supreme glory of 

France would be to be- 

come the savior and re- 

builder of Europe. 

This is the time, they 

say, for the spirit of 

the revolutions to as- 

sert itself again and piaes 

lead in a crusade for Acme Photo 

the enfranchisement of 

Europe from the chains 


row and wholly self-centered policy— 


Restive Crowds in Recent Elections in Hesse 


system whereby they produce the raw materials and the 
mother country the finished goods. This colonial relation 
in no way interferes with the self-containment at home to 
which so much of France’s economic stability is due. Even 
the agricultural products of the colonies do not disturb 
that balance. In a word, the French Empire is an economic 
whole with the Republic. 

The economic balance at home between agriculture and 
industry, while it has kept France from becoming a first- 
rate industrial nation is a very pleasant thing to possess in 
times of world-wide de- 
pression. ‘There are 
few industrial mag- 
nates in France and 
few bonanza farmers, 
but almost all industry 
is conservatively if nar- 
rowly managed. There 
is no great exuberance 
of extravagance in good 
times, and, consequent- 
ly, no great deadness in 
hard times. Birth con- 
trol has kept the popu- 
lation practically sta- 
tionary for many years, 
so that in the most 
fertile part of Europe 
there is a_ relatively 
sparse population. 

The whole economic 
set-up in France is 
provincial and national- 
istic. It does not cor- 
respond with present 
French power in world 


affairs. There is, consequently a seemingly invincible in- 
ability to approach any world problem except from the 
point of view of immediate self-interest and national 
aggrandizement. 

So, by shortsighted tactics, except in extreme emergency, 
when her own welfare was obviously threatened, France 
has played the game of the smart politician instead of that 
of the constructive statesman in her dealings with the rest 
of Europe. She has acted more like the sharp little mer- 
chant in a narrow business circle than the fair trader in 
great affairs. There is not a great nation in Europe that 
has not been pinched by her cunning, if audacious, bar- 
gaining. Great or small there is not one from Russia to 
Spain and from Turkey to Britain that has not received 
by way of discipline or reward some reminder of France’s 
new-found financial or political power. 


the World War has laid upon so large a part of her popu- 
lation. This is the time, they further say, for France to 
use her vast power to help the world back to economic com- 
fort and stability. No military glory, no victory of shrewd 
diplomacy, they argue, could compare with the high posi- 
tion in the regard of the whole world which such a course 
would confer. 


Components of the Power of France 


In what does the present power of France consist? First, 
there is a strong government resting upon a broad demo- 
cratic base. France is a democracy with a powerful and 
intelligently directed government which knows just where 
is 1s going and why. She has no demoralizing fear of dis- 
integrating internal disorders. She has a large and efficient 
army under the most capable command in Europe. She 
has a string of allies from Belgium to Roumania whose 
political and economic interests are closely united to her 
own. Her state finances are sound and her private finance 
is backed by the world’s second largest gold reserves. 

During the years of her inferiority, following Sedan, she 
turned her national energies and aspirations to building up 
a colonial empire. This empire was long considered noth- 
ing but a costly military gesture, but it is now discovered 
to be a very practical annex to French national economy, 
contributing to that economic balance which characterizes 
the motherland. This empire, of twice the area of the 
United States and half its population, imports protected 
French manufacturers and sends back to the motherland 
Protected raw materials. While the free British Dominions 
have become more and more economically, as politically, 





Provincial Statecraft for World Diplomacy 


It is with this provincial though shrewd and adroit 
statesmanship with which France approaches the final scene 
of the drama that has been progressing toward its in- 
evitable climax since the Treaty of Versallies was signed. 
With the rigid and unbending logic of mathematics she 
still demands her pound of flesh as written in the treaties 


and their codicils. The law of Europe, says France, is 
the Treaty of Versailles; it is written, and it shall be. The 
French are coldly logical but they are not adaptively prac- 
tical. The Germans must pay reparations as provided in 
the Young Plan. There are to be no deviations therefrom 
at the expense of France. It matters not that if there had 
independent of th " ; not been private loans to Germany there would have been 
inte been of the mother country the French colonies few reparations payments in the past and maybe none in 
— tightly built into a non-competitive economic the future. Germany is bound by contract to pay in such 
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and such a manner, and so shall 
she pay, France decrees. Come 
bankruptcy, repudiation and revo- 
lution, what has been written and 
signed must be insisted upon. 
While international committees of 
bankers meet to deal with the 
problem of what to do practically 
about private short-time credits 
that Germany cannot pay, France 
demands the payment of repara- 
tions annuities. 

Facing France is a sullen Ger- 
many which lost a decisive war 
that it logically should have won 
—also biologically—say the Ger- 
mans. As explained to the writer 
by a German industrialist in the 
Ruhr the outcome of the World 
War was the defeat of the most 
virile, energetic and executive 
nation in Europe, the survival 
of the unfittest instead of the 
fittest. Thanks to the eleventh 
hour arrival of the fresh Ameri- 
can troops, victory (according to this German view) 
was denied to the superior race and nation at the 
very moment when their superiority was finally to assert 
itself. In consequence of that illogical defeat, efficient, 
progressive, modern Germany,.which was already ascendant 
on the continent of Europe and well on the way to com- 
mercial leadership of the world, has been cast into the pit 
of national humiliation and poverty, and international 
obloquy. She was shorn of her wealth and deprived of her 
power, stripped of her colonies, ignominiously disarmed and 
sentenced to pay civil damages and punitive fines. Her 
place of power and glory was taken by France, inhabited, 
as the Germans think, by a decadent people who happen 
to occupy the richest part of Europe. The war ended all 
wrong and the law of evolution was scrapped. Germany 
instead of expanding into annexed provinces of easy-going 
and inefficient France—as contemplated in her war aims— 
found herself compressed into narrow and hateful frontiers. 

For more than ‘thirteen years Germany has struggled 
with the hard terms of peace. 

She is now determined to hasten the end. “Reparations 
must be reduced” is her cry. The Allies must finance by 
private loans the pay- 
ment of the residues. 
Else Germany will re- 
pudiate or revolt. In 
her agony and disgrace 
she is incubating internal 
poisons that may yet be 
her ruin. 

Pounding at the Polish 
corridor, which drives a 
foreign zone through her 
eastern provinces, pro- 
testing against the brand 
of “war guilt,” maimed 
by lack of working capi- 
tal, on the reeling edge 
of a financial breakdown 
ever since last spring, 
the German giant leans 
to madness. In such a 
setting Hitler and his 
followers gain in 
strength as evidenced 
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Peasant Economy Characterizes France 





Stalin Metal Works at Donbas 


by the recent elections in Hesse 
The German demand of the 


the long extension of the private 
short term credits that have beep 
held in suspense for many months, 
These debits, the bulk of which are 
held in the United States, have ip 
fact ceased to be anything but 
valid as short time documents, 
They simply cannot be paid in 
full, and unless there is relief from 
reparations annuities even their 
partial liquidation will be impos 
sible. 

The sterilization of some 750 
million dollars of American work: 
ing capital in Germany is one of 
the most disturbing factors in our 
domestic financial and business 
situation. Its depressing effects 
here are far more serious than are 
generally admitted. The release 
of such a sum would undoubtedly 
have a most stimulating effect on 
American business—but there is no chance. 

Bankers’ committees are wrestling with this problem of 
short term credits that are no longer such, but the real 
settlement is between sullen Germany and elated France. 
Only such remission of reparations as the Young Plan 
permits will France permit. The Latin line holds strong 
in the war of modern finance—reparations must have pre- 
cedence over private debts. If it continues to hold, Ameri- 
cans must continue to hold the reparations bag. The 
extent to which we are already bogged down in the Euro- 
pean credit sinkhole is succinctly summarized in the com 
ment and illustrative diagram of Charles Benedict within 
the pages of this article. 

A Hitler triumph at the approaching presidential elec: 
tion in Germany would sweep away all intention of satisfy. 
ing reparation debts. To many, such an end would 
justify any means. A considerable section of German in 
dustrialism would welcome the rude lancing of the eco 
nomic abscess by a revolution. It would mean the advent 
of Facsism, the bloody repression of the communists and 
the return of the iron hand to imperia! power. 

The Hitler threat is viewed in France with alternating 
fear and hope. Repudi- 
ation of reparations 
would apply the “sanc: 
tions” of the peace 
treaty and France would 
have the legalistic right 
to send her troops across 
the Rhine again. Once 
there they would stay 
until driven out. 
the other hand, there is 
no war so fearful and 90 
surprising in its possibili- 
ties as that of a great 
people in revolt. A 
national uprising m 
Germany might roll an 
irresistible popular army 
to a new conquest of 


France. 
With Germany in 
turmoil if not in 4 


war of revenge, an 
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England turning against her on the west, France which 
is already in moral conflict with Italy, might rather sud- 
denly find that she could tumble from the pinnacles of glory 
and power as easily now as she did in 1815 and 1871. The 
World War demonstrated that wars can be fought in de> 
fance of financial power and gold position. 

Already the grip of France’s golden soldiers on the Euro- 


pean situation has been loosened by the retreat of Britain 

from the gold standard. The Bank of France can no longer 

apply the screws of torture to the Bank of England. Not 

only that but France has given hostages to fate in the shape 

of 500 million dollars of short term credits in England. 

Cheap paper money in England has in effect raised tariffs 
(Please turn to page 240) 








Must We Continue to Pay for the War? 


By Cuarves BENEDICT 


WAR COSTS to US, 


LIVES LOST —126,000 
EXPENDITURES (Exclusive of all Loans) $26,645,000,000 
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Of which there has heen repaid +2.515.000 
LEAVING ATOTAL PRESENT COST of WAR to ULS. of $38,837,000,000 


war debts will never be cancelled. They can only 
be transferred from Europe to the United States. 

Our entrance into the war turned the tide against Ger- 
many. The Treaty of Versailles divided the spoils— 
colonies and various other properties among the victors. 
The United States sought nothing and gained nothing. 

We put Germany in the position of meeting the pay- 
ments to the Allies from cash which she obtained from pri- 
vate lenders in the United States. 

Thus, it would seem we have paid the war damages for 


A: talk of cancellation of war debts is irrelevant. The 


tmany, as well. Now there is a growing insistence from® 


* Out of total foreign borrowings, of $4,046,000.000. 


abroad that reparations be scaled down or made secondary 
to private obligations;—in fact, propaganda for an entire 
remission of the debts has been going on for many years. 

For her pains, for the unstinting sacrifice of men and 
money the United States receives not even a friendly smile. 
The billions which we have since loaned for rehabilitating 
and industrializing of Europe—stand in jeopardy. 

When the curtain comes down on the final act will the 
United States taxpayers be obliged to shoulder the burden 


of cost from a-war in which we have reaped nothing but 


economic difficulty? And, will the American investor be 
forced to assume the obligations of that war’s indemnities 


or rehabilitation costs, or both,—willy, nilly? 
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Victors in Adversity 


By Joun C. 


This is the first of a series of articles on personalities 
behind successful corporations. Such sketches will prove 
helpful to investors in appraising that intangible but all- 
important factor of management.—EDITOR. 


International Business Machines Corporation. Natu- 

rally. You can’t do more busi- 
ness in 1930 than you did in 1929, and 
more in 1931 than in 1930, without 
some sore muscles, lame joints and 
much weariness. 

How did they do it? asks Wall Street, 
every time it sees a waxing report from 
the I. B. M. C. “It’s unnatural.” 

Ask the people who are in the know, 
how it is done and they answer 
laconically: “‘Tom Watson.” 

He’s the president—Thomas_ J. 
Watson. 

Ask Mr. Watson and he says: “It is 
the organization.” 

Then when you bore into these 
cryptic reasons and you find something 
like this: 

First, if you want to do a lot of busi- 
ness in times of general business dull- 
ness, especially if the dullness ap- 
proaches epochal stagnation, arrange 
before hand to be in a line that has its 
future before it, not behind it,—mean- 
ing a line that is far from saturation. 

Mr. Watson looked out for that. 
Only 5 per cent of the world’s account- 
ing and mathematical recording is mer- 
chandized. So this field is 95 per cent short of satura- 
tion. 

The fashionable pessimists would argue, however, that if 
in all the lush boom years the business machine business 
could fill only 5 per cent of the field, it would slip fast 
when you can’t give away government bonds unless they 
are tax exempt. 

Mr. Watson, or the organization, disagreed. 

“This is the time,” they said, “when economy is the 
watchword. Our machines’ other name is economy. Busi- 
ness ought to be better than ever.” 

And that is.true, but a lot of things that are true don't 
seem to ring true in these upside-down-times. If you don't 
think so ask salesmen who are wearing out shoe leather 
trying to stock up merchants who tell men who want size 
15 collars that they will order one from the factory if 
they will wait. 

Mr. Watson knew what ought to be true and what isn’t. 

So the I. B. M. C. concluded that they would have to 
sell harder than ever. You couldn't expect each salesman 
_ to sell as many machines against the mass sales resistance 
of the times as he sold when orders were begging to be 
harvested. But more machines must be sold! So more 
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Yi these have been times of hard strain with the 
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salesmen were engaged, but everybody was told that he was 
expected to work harder than ever. 

Moreover, it was decided that the more squeamish the 
buyer the more he must be tempted with newer and bet. 
ter products. The engineers were told to get busier and 
the production department was told to get better. 

Mr. Watson has the idea that the troubles of the times 
are not so much due to overproduction as to underproduc. 
tion. Selling more machines would at- 

tack the problem on one front, and 
keeping up wages as far as possible 
would attack it on another. A con 
summated Sale is merely the precedent 
of a purchase by the vendor. Wages 
paid out are the precursors of orders 
coming in. 

Prosperity, as Mr. Watson sees it, 
is largely a matter of ready sale of 
luxuries and new inventions and spe- 
cialties. A steady flow of liberal earn: 
ings takes men’s minds off the low 
standard of consumption resulting from 
a bare living. They desire more, buy 
more and get more. The trouble at 
present is that we haven't found out 
how to keep the stream of distribution 
of wealth from overflowing at one time 
and going dry at another. He doesn't 
think we, as a people, are so dumb as 
not to be able to find a way to enjoy the 
wealth we have found out how to 

_ create. We have goods enough for 
everybody, and everybody wants more 

than he has. It’s a trading problem, a 

better technique of exchange and bal- 

anced production. It will be solved. 

“The business of this country is in capable hands,” he 
says. “Management of each concern’can be trusted to meet 
its own current problems wisely. I don’t think there is a 
business in the country that has any idea of a permanent 
reduction in pay. Every manager’s duty now is to keep his 
outfit afloat. Most of them have got to jettison something. 
Each business unit must consider wage scales and all other 
expenses in the light of its peculiar problems.” 

I. B. M. C. is putting on more men, working them harder 
than ever and doing more business. Also, thinking is at 
more of a premium even than formerly. 

“Think,” says a placard that hits your eyes as you enter 
the company’s offices. Another says, “We forgive thought 
ful mistakes.” Jt doesn’t take much thinking to figure out 
the kind that is not forgiven. 

It is said that the increased amount of mental activity 
in the offices and plants is obvious to a blind man. 

For the encouragement of men and companies not 9 
fortunately situated as his group it may be remarked that 
Mr. Watson has always insisted that the depression woul 
go on for two years from October, 1929. 

“The time is up,” he was reminded the other day. 

“And business is better,” was the retort. 
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Many Business Concerns Are Doing as Well Now as, or Better Than, Formerly. 
How Does It Happen? Two Different Types of Marked Success in Adversity Are 


Beech-Nut Packing Co. and International Business Machines Corp. Personal 


Type of Internal Organization and Consumers’ Habit-Preference for Brands Help 
the Former. An Unsaturated Market and a Need for Business Economy Favor 
the Latter. 





the little group makes the necessary sacrifices cheer- 

fully, puts forth new efforts to add to the common 
income and strives to be a better social unit than it ever 
was before. 

Compare—Beech-Nut Packing Company—to such a 
family and you find the key to its success in these difficult 
times—entire regular dividend for 1931 considerably more 
than earned in the first nine months, 
dollar sales volume up to past five-year 
average. 

The Beech-Nut concern is just a big 
industrial family. It’s the old-time 
American personal corporation with 
all the modern improvements that are 
real. It has put off the grim severity 
of the early corporations and added 
modern concepts of ideal relations be- 
tween employers and employees and 
between the corporation and the pub- 
lic. But it has kept out, as if they were 
a mortal pestilence, all these new 
fangled modern ideas of manufactur- 
ing stocks and bonds to meet demand 
of securities markets. The Beech-Nut 
company manufactures food products 
and is not interested in manufacturing 
securities that may or may not be 
secure, 

The father of the Beech-Nut family 
is Bartlett Arkell, '70, hale, keen and 
kindly. The company is his child and 
it isa mirror of his principles, thought, 
and way of life. It is not a factory crea- 
tion but more like a product of natural 
processes of growth. In 1891 the seed of 
the Beech-Nut Packing Co., at first called the Imperial Co., 
consisting of $10,000, fertilized by an idea, was planted. 
The idea was to give the public a ham and then a bacon 
that would make its nostrils quiver and its mouth water. 
This original seed was irrigated with the then novel pure- 
food idea, and as additional products have been added to 
those of the hog the ambition of the company has been to 
give the public exquisite food, delightful to the taste, 
acceptable to the chemistry of the body, and above all 
reproach of contamination or infection. 

Forty years ago, the business started in Canajoharie, 
the heart of the lovely Mohawk Valley in upstate New 
York. The parent plant is still there, there, where Mr. 
Arkell’s father lived and died and where his own heart 
ever turns. There are branches now at Rochester and 
Brooklyn, N. Y., Hamilton, Ont., and San Jose, Calif., 
and some auxiliary interests but the village of Canajoharie 
Temains the metropolis of the system. 

few years ago it was erroneously reported that the 
Beech-Nut Co. was going to be merged with the Postum 
company. In response to worried inquiries from the old- 
home town, Mr. Arkell telegraphed from his New York 
office that he was happy to say that he knew his employees 
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and fellow-townsmen would know that he was “incapable” 
of selling the business. 

Get that “incapable”’—as if merging a corporation with 
another were a sin. 

Well, that’s about the way Arkell feels about a cor- 
poration like his which is the very life and history of a 
family and a community for a generation. “It isn’t done” 
in the best circles any more than you take the old family 
horse out and sell it to a sausage fac- 
tory. 

When they got that telegram the 
home-folks demanded a home-coming. 
So back to Canajoharie goes Mr. 
Arkell in a special train (just 27 years 
after the village had given his father— 
boy manufacturer—an ovation upon 
return from Europe) and there are 
great but simple doings; nothing false, 
snooty, insincere or pompous. And 
when the folk are assembled Mr. Arkell 
gives them this pledge: 

“T will not sell out to anyone at any 
price as long as I live. To me Beech- 
Nut is more than a business, it is my 
ideal, my service to the public, my ob- 
ligations to loyal associates and beloved 
townsmen. And all that is priceless.” 

So when hard times came the family 
circle village neighbors dug in and 
fought back—one for all and all for 
one. They mixed good sense and 
science with loyalty. Everybody ran 
around with business putty and oakum 
plugging up the little leaks and the big 
ones that prosperity had opened up and 
left undiscovered. 

Salesmen worked harder than ever, the scientists in the 


laboratories tried to make improvements in products and 
methods. New products were added from time to time, 
just as in the “come-on” days when novelty was demanded 
—no more no less. They had to be good and thoroughly 
tested—otherwise nothing doing. 


That is the way the company has always been. It 


wouldn’t go into jams and jellies until a way was found 
to keep them good without chemical preservatives. Peanut 
butter had a grit in it—so no Beech-Nut peanut butter 
until a way was found to extract the grit. The company 
had a ginger ale plant which could not find the secret of 
making as good or better ginger ale than the competitors. 
The plant was scrapped. Much time, effort and expense 
were devoted to making French-type cheeses in America. 
The product was inferior and the project was abandoned. 
The company must make everything it takes up better 
than it has been made before, whether it’s bacon or a 
cookie, chewing gum, or a peppermint. 


According to Mr. Arkell these times are not unmixed 


evil. The Beech-Nut Co. has found them favorable to in- 
ward searching, self-scrutiny sane economy and improve- 


(Please turn to page 237) 
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Cash Position. 


Be Sure the Company in Which You Invest Is in a Strong 


Revision of Capital Structures 


Is at Hand 


Changes in Corporate Financing—Reductions in 
Shares Outstanding—Alterations in Stated Value 


By Laurence STERN 


: one form or another and with 








N every major depression 
I there are a considerable 

number of corporate casu- 
alties, the list of which ranges 
all the way from “slightly 
wounded in the treasury” to 
“killed in action.” These 
financial wounds, for obvious 
reasons, begin to bleed most 
profusely in the late stages of 
the general readjustment when 
reserve strength has been 
sapped. 

While American business 
on the whole unquestionably 
entered the depression in 
stronger financial position than 
ever before, it is, unfortunate- 
ly, also true that the financial 


owner or otherwise 


interests.” 


“We have reached a position in which the 
financial condition of a corporation, always 
important, becomes the vital factor of invest- 
ment consideration—the factor that will deter- 
mine whether the company is to survive in a 
competitive struggle for existence without new 
financing in one form or another or without 
capital revision or reorganization. Application 
of either remedy may penalize the security 


out one or another varieties of 
capital reorganization or re 
vision. Application of either 
remedy may penalize the s- 
curity owner or otherwise ad- 
versely affect his interests. 
It need hardly be said that 
wholesale distrust of the finan- 
cial position of American busi 
ness would be unjustified and 
silly. The majority of large 
corporations have taken to 
heart the lessons learned in the 
depression of 1921 and have 
maintained a gratifying degree 
of liquid financial strength. 
But the same cannot be said 
for all companies. Altogether 


adversely affect his 








strain it is now called upon to 
- meet is also greater than ever 

before, due both to the severity and protracted duration of 
the depression and, in many cases, to over-expansion of 
capital obligations in the boom years. 

Accordingly, there is no reason to assume that the 
casualties will be any fewer than those in past periods of 
“hard times.” They will assume various forms and will 
not in all instances be revealed to interested security owners 
in frank and easily understandable language. 

Heretofore in the depression, the chief worry of the 
average stockholder has related to earnings and dividends, 
as the causative factors determining market quotations. He 
has trembled at the fear of dividend reductions and omis- 
sions and has not known or cared precisely how dividends 
were paid as long as they were paid. He now begins to 
realize that in some instances it would be better if dividends 
had been omitted earlier, in order that financial strength 


be conserved. 
The Vital Factor 


In short, we have reached a position in which the finan- 
cial condition of «. corporation, always important, becomes 
the vital factor of investment consideration, the factor that 
will determine whether the company is to survive in a 
competitive struggle for existence, without new financing in 
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too many suffer from a serious 
impairment of working capi 
tal, whether avoidable or not. 

Hence, the problem is not a general one but a specific 
one. It is of truly vital importance that anyone owning 
a company’s securities, or contemplating their purchase, 
should focus intent scrutiny upon that company’s financial 
position at a time when the real question is not of dividend 
maintenance but of survival. 

The investor's primary recourse is a study of the balance 
sheet, although this often is difficult to analyze accurately 
and may be, in some instances, too out-of-date to reflect 
current conditions. To the careful student, however, it 
will invariably offer pertinent information bearing upon 
such matters as cash holdings, inventories, reserves and, on 
the liability side, fixed obligations, bank loans and accounts 
owed. Where any doubt is involved, expert and disin 
terested advice must be sought. 


Capital Changes 


We have already entered the period of capital readjust 
ments, each week bringing new examples. A notable re 
cent case is that of the Radio-Keith-Orpheum Corporation, 
a venture launched under boom conditions and now facing 
the necessity of raising new working capital without 
possessing the credit status enabling it to borrow sufficiently 
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from the banks or to float new security issues on favorable 
terms. ° 

It proposes a capital readjustment, the chief feature of 
which is the raising of $11,600,000 from existing share- 
holders through sale to them of debentures. The alter- 
native, as officially stated, is receivership. With the merits 
of this proposal this article is not concerned. It is cited 
merely as an example of one type of financial difficulty, 
the investment significance of which is amply shown in 
drastic market decline of the stock in question. 

Of a different order is the financing of Electric Power & 
Light Corp., a large public utility holding company affli- 
ated with Electric Bond & Share. The company seeks to 
raise approximately $21,000,000 by sale of 1,440,400 addi- 
tional shares of common stock, at $15 per share, to present 
stockholders. Funds are needed to meet a maturing obliga- 
tion, namely to complete a balance of subscription made by 
the company to the preferred stock of a subsidiary, United 
Gas Corp., when the latter was organized in 1930. 

Again without discussing the merits of the proposal, the 
fact is that it plainly is accepted as adversely affecting the 
interests of present holders of common stock, as shown by 
substantial decline in market price. 


A Call for Help? 


In both of the above capital changes, the suggested way of 
meeting the situation is through financing, the money to 
be supplied by present security owners. It need hardly be 
said that financing of this kind is difficult. Stockholders 
no longer rush to exercise “rights” as in the booming days 
of 1929, when it was assumed that new capital immediately 
would be put to productive use and hence result in further 
expansion of profits. There is a tendency now to regard a 
call for more capital—in a time of stagnant business—as a 
call for help. 

But if it is a bad time for offering “rights,” it is a still 
worse time for offering stocks or bonds to the general in- 
vestment public, the only exception being bonds of the 
highest quality—of a quality that cannot be offered by most 
companies which feel a real strain in working capital 
position. 

The alternative, in a growing number of instances, is an 
increasing resort to the temporary accommodation of bank 
loans, the loans to be ultimately funded in fixed obliga- 
tions. It is no doubt a favorable thing for the banks 
that they can again profitably utilize their re- 
sources in business loans, but from the point of eae 
view of the investor any increase in a company’s Ay 


Ps 


bank loans is definitely a danger signal. Since {% Vie 


balance sheets are made public only at in- 
frequent intervals, the real extent to which 
various companies are now going | 
in debt to their banks is obscure. J Vf 
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Aside from the procuring of new capital, many com- 
panies face the necessity of capital revisions or readjust- 
ments which essentially are nothing more than accounting 
or bookkeeping changes and, hence, do not substantially 
affect the equities of security owners. Thus, to meet a 
charter provision determining the conditions under which 
dividends may be paid, the Gillette Safety Razor Co. pro- 
poses to reduce the stated value of its common stock from 
$35,164,220 to $17,465,767. This change in the liability 
column of its balance sheet will permit it to make off-setting 
reductions and write-downs in such asset items as inven- 
tories, good will, machinery, equipment, etc., as justified by 
actual, present values. 

Similarly, without raising new funds or changing in any 
way the proportion of existing equities of security holders 
in assets and earnings, the American Commercial Alcohol 
Corp. has reduced the stated book value of common stock 
from $8,767,697 to $3,894,950 and will transfer the amount 
of the reduction to surplus, out of which reserves will be 
set up to write off operating and inventory losses, deprecia- 
tion, obsolescence, etc. 

Capital reorganizations of this kind—and there will be 
many of them—do not really change existing values. Some 
no doubt are technically necessary. The only criticism 
that could be leveled against them is that they may tend, 
so far as the poorly informed investor is concerned, to make 
an adverse situation somewhat less obvious and, hence, 


misleading. 


Split-Ups in Reverse 


Another capital change to which we are coming is the 
reverse of the popular stock split-up of the boom era, the 
device which so inflamed speculative fancy. Diffusion of 
ownership among thousands of investors has not proved 
the boon that was expected and in some instances suc- 
cessive stock split-ups or stock dividends have created a top- 
heavy volume of outstanding shares. In a few instances 
this has had the effect of reducing market value of the 
stock to a point where there is no collateral value, most 
banks being disinclined to lend upon stocks selling for less 
than $10 per share. Because of split-ups we find stock 
of so important a company as Packard Motor selling at $5 
per share. Situations of this kind in the aftermath of 
depression very likely will be corrected by reducing 
the number of shares by offering to exchange 1 share 

for 5, for example. The effect will be in no 

way adverse to the interests of present security 
holders or potential buyers. 

The capital readjustment which constitutes 

a danger signal for the investor is that which 

in any important degree changes ex- 

isting security equities in earnings 

(Please turn to page 238) 
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HE barometer continues to indicate an extensively 
ix liquidated business situation which should be- 
come progressively more receptive to constructive 
developments as time draws near for the seasonal im- 
provement which customarily sets in after the year end. 
In fact signs of an impending pick-up in retail trade 
are already beginning to appear in the weekly bank 
statement, which discloses a slowly rising trend in com- 
mercial loans at New York; while the decline in de- 
posits and in member bank reserve balances has prac- 
tically come to an end. Indications such as these have 
usually served in the past to herald an approaching 
end to liquidation of banking credit. The tendency 
toward expansion has as yet been too slight however 
to offset the recent influx of gold. so that no concern 
should be occasioned by the moderate relaxation in 
the Cost of Business Credit which is now in evidence. 
While the improvement in financial conditions has 
not thus far been carried over into the field of indus- 
try, indications are beginning to appear that the long 
decline has about spent its force. Such an inference 
is supported, for example, by nearly complete returns 
on New Orders which indicate that the next point on 


that graph will show little if any decrease from the 
month before; so that the Business Activity index has 
now ceased to decline and will probably soon resume 
its upward course. It is also favorable to find that 
accumulated stocks of raw material are beginning to 
flow from producers’ warehouses into the plants of con- 
suming industries, a movement which may conceivably 
gain considerable momentum under the stable tendency 
of commodity prices. Still another indication that in- 
dustrial conditions are nearing a final climax may be. 
found in the Wabash receivership, which has focused 
attention upon the urgent need for prompt adjustment 
of railroad wages. 

These are a few of the straws which point to a 
favorable turn in the tide, and yet security prices have 
been stimulated by so many false hopes during the past 
two years that the investment markets seem reluctant 
now to act as oracles of the future, and slow to recog’ 
nize the prospect of improvement. It has therefore 
not been illogical to find continued weakness in stocks 
and bonds during the past fortnight, but this trend 
cannot be long continued as early 1932 conditions take 
form. 
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Must the Automobile Industry 
Remain Static? 


Can the Prosperity of Manufacturers Come 


Back with the Industry on a Replacement Basis? 


By Rateu L. Woops 


N adopting the attitude implied in the title of this 
| article we are actually indicating a brighter future for 
the automobile industry than at first may be apparent. 

If the term static were to be applied to a new industry, 
such as electrical refrigeration, it might be said, with some 
justification, that it was a counsel of despair. But to use 
it with reference to the motor industry at the present stage 
of its existence is to point to a bright future.. For to 
envisage a static trend in the motor industry is no more 
than to recognize frankly the economic maturity of the 
industry and the fact that its greatest nearby future is in 
its replacement market rather than in new buyers, multiple 
owners or foreign sales. Yet this replacement market 
alone involves some 3 million cars a year and on this basis 
the motor car industry faces better 


Surely it can be no less than that when it represents invested 
capital of $1,880,808,233 and in 1930 caused to be paid out 
in salaries and wages more than 647 million dollars to five 
million persons,—or economically more accurate—to five 
million consumers of industrial products. However, 
whether basic or not, it is indisputable that this industry is 
one of those that is, at least, currently fundamental to the 
complete prosperity of the nation. 

Todav when the well-informed business man contem- 
plates the outlook for steel, rubber, nickel, glass, lead or 
any one of numerous other commodities, instinctively he 
gives a thought to the automobile industry. He does this 
because he knows that the motor industry leads in the 
dollar value of its output with a total of $3,717,966,553 
(1929 Census of Manufactures) 





business in the year ahead than in 
the year just ending. 

If we were discussing some in- 
dustry other than the automotive 
industry we could in many instances 
immediately proceed to dissect it, 
diagnose its ills, and even foresee 
remedies, without thought of its 
position in and influence upon the 
general industrial scheme. But to 
employ such a direct method in the 
case of the motor industry would be 
an admission of economic myopia, 
for it is an inescapable fact—in- 
deed, an established truth—that the 
activity and prosperity of an im- 
portant part of American industry 
is today greatly dependent upon the 
degree of public response to the 
offerings of the motor manufac- 
turers. 

It is, therefore, of particular 
importance at this late period of our 
economic headache to pause in our 
examination of the present status 
and future prospects of the auto- 
mobile industry long enough to ap- 
Preciate exactly what it means to 
the general prosperity of the nation. 

Though students of the theoreti- 
cal in economics may dispute the 
contention, there is much to support 
the statement that the automobile 
industry today is a basic one. 
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Acme Photo 


A few of the 23 million cars registered in the 
U..S. at the opening of the new Hudson 
River bridge at New York 


and that it must spend a substantial 
part of that figure for the purchase 
of raw materials. 

An industry with such a vora- 
cious appetite cannot be ignored by 
those who would plot their business 
course through 1932. Here are the 
principal items in the motor in- 
dustry’s diet, showing the percent- 
age of each industry's total output 
consumed in 1930: Steel 15.5%, 
Malleable Iron 53%, Aluminum 
17.4%, Copper 14.8%, Lead 26%, 
Zinc 6.5%, Tin 14.1%, Nickel 
30%, Cotton 9.3%, Upholstery 
Leather 51.4%, Lumber 18%, Plate 
Glass 68.7%, Rubber 82%, Gaso- 
line 85%. 

Further illustrating the con- 
tagious quality of automobile pros- 
perity is the fact that when these 
and other materials are ordered in 
such large quantities by the motor 
industry the railroads benefit to the 
extent of about one and one-half 
million carloads of profit paying 
freight. This does not include the 
hundreds of thousands of additional 
carloads required to move the fin- 
ished product out of the plants to 
the numerous distribution points. 
To use an oft-drawn comparison 
this condition is very much like a 
stone which when cast into the 
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center of a placid lake creates a circle which gradually 
widens until it has reached the shore. 

To determine the present status of the automobile in- 
dustry it is necessary first to glance back at the recent past 
and note what it has done that is constructive and an 
augury for the immediate future. In doing this we are 
looking ahead more than might be supposed, for the near 
future of the industry will be influenced and affected 
more by things already done 
than will most other industries. 


industry’s distribution organization is in a better position 
than ever to conduct the out and out selling campaign 
which is now so necessary to profitable operation. 

The importance the industry has come to place in the 
dealer problem is evidenced by the fact that some car man- 
ufacturers have gone so far as to assume some of the losses 
of dealer organizations (quoted from Automotive Indus. 
tries). Other manufacturers have been no less diligent in 
their efforts to enhance dealer 
good will and co-operation. 





Let us remember that here is 
an industry that can start in 
immediately and produce eight 
million cars within a year's 
time. But it cannot sell these 
eight million. In fact it has 
never been able to sell more 
than five million in any one 
year and usually it has sold 
considerably less than that. 
Thus it is overbuilt and has a 
good deal of capital tied up in 
plant facilities that are not 
making money. This can only: 
mean that the automobile in- 
dustry is not going to expand 
for many a long day. 

Though it may smack of 
Pollyannaism it is a fact that 
out of the depression have 
flown certain benefits and re- 
sults which, in the long run, 
should do the motor industry 
more good than an extra year 
of generous profits. For in- 
stance, the depression no doubt 
halted further plant expansions 
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Closely linked with the prob. 
lem of selling new cars is the 
one of disposing of used cars, 
It is natural that with the 
sharp drop in the sale of new 
cars that the sale of used cars 
should hold up, and in some 
cases increase. As new car 
sales decline so too is there a 
decline in the number of cars 
bought in by dealers. This 
naturally reduces the used car 
stock in dealer’s hands since he 
is not only supplying the usual 
used car consumers but a sub- 
stantial number of others who 
in more normal times would 
purchase new cars. Under 
these circumstances the fre 
quently serious and always 
vexing used car problem has 
been solved at least temporarily. 

It is impossible, however, to 
escape the conclusion that the 
problem will again assert itself 
just as soon as new car sales 
increase. In that event it is 
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which is altogether desirable. 
Furthermore, it gave both deal- 
ers and manufacturers an opportunity to work off surplus 
stocks which had accumulated as a result of producing for 
dealers rather than for consumers. For a while these 
surplus stocks had assumed the dimensions of a real 
problem. 

While the dealers were reducing inventories the manu- 
facturers turned their attention to making production more 
efficient and less costly. They were further favored by 
vastly lower raw material prices. The net result is that 
they can not only sell cars for less money but in many cases 
can show a larger profit on a given amount of production 
than ever before in the history of the industry. This is 
highly important from the standpoint of the in ‘stor. 





The Dealer During the boom days of 1928 and 1929 
it was a relatively simple problem for the 
Problem automobile dealer to dispose of his cars. 
Money was plentiful and optimism ran 
high. Even in the early days of 1930 new car sales were 
not too difficult of achievement. But as the curve of 
prosperity dipped sickeningly the weak and poorly equipped 
car dealers became a burden to the manufacturers because, 
without a first rate dealer organization, new cars simply 
are not sold in paying quantities. Thus, many of the 
automobile comparies have taken advantage of slack pro- 
duction to go over their dealer organizations with a fine 
tooth comb. 
As a consequence weak and unproductive dealers have 
been dropped from the list with the result that the motor 
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quite likely it may assume a 
different aspect than heretofore 
since many of the old cars that will be traded in will be 
one and two years older than would be the case at a more 
prosperous period. Many of these cars no doubt will have 


no resale value at all. This will prove a complicating factor, 


if not an actual deterrent to the sale of new cars. 

There have been other adjustments made in the auto 
mobile industry during this interesting if dolorous year. 
For example, the high price field has begun to transform 
itself from a haven for craftsmen and artisans who labor 
long and lovingly in pursuit of perfection and beauty to a 
unit of the industry which has assumed semi-production 
methods. They have been careful, though, to preserve the 
custom appearance and they continue to offer a high stand- 
ard of quality. This has made it possible for them to 
reduce their costs and to widen their markets. 


Controlled The principal events within the auto- 
O mobile industry in the past year may be 
utput summed up in a few words. It has 


stopped expanding its plant facilities 
and has ceased producing cars beyond an actual consumer 
demand. It has done this latter act so well that production 
was controlled to such a degree that it averaged only about 
1 per cent above sales. This might well be a lesson to a 
few other industries. 

Surplus stocks of new cars are now lower than in many 
years and the used car market is in a happily slim and 
comparatively healthy state. Car manufacturers have 
effected economies all along the line so that passenger car 
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prices have been reduced an average of $50 a unit and 
the manufacturer is able to make more profit on a given 
amount of production than before. 

Total production for the first eleven months of 1931 was 
2,343,834 units, a decrease of 1,005,021 units under the 
same period of 1930. But there is little if any surprise in 
these figures. We have seen the handwriting on the wall 
from month to month. 

There may be some mild surprise caused, however, when 
the official figures for passenger car registration in 1931 
are compiled and announced. A conservative estimate has 
placed the figure around 75,000 less than last year. Others 
have gone so far as to say that it will probably be 500,000 
less than 1930. 

Though the extent of the decrease is important enough, 
the really interesting fact is that such a condition has never 
before arisen in the history of the motor industry. Leaders 
of the industry are frankly puzzled as to its significance. 
There is a general belief, however, that what it probably 
means is that a relatively small number of car owners have 
not been able to afford the use of their cars and that they 
have consequently been kept in the garage or storage until 
conditions thaw out. This is probably a correct diagnosis. 

While passenger car registration has dropped gasoline 
consumption has increased almost 5 per cent during the 
first ten months of 1931, in spite of an obvious decline in 
the industrial and commercial uses of this product. This 
would seem to indicate that those who are using their cars 
are using them more than ever. 


—_—_——— 


Since we have recognized the automobile 
industry as an essential and fundamental 
factor in our prosperity, and since we have 
examined the important things it has done 
for itself in the past year, it is logical now to use this resumé 
as a basis for probing the industry's future prospects. 

At the risk of assuming a highly moral tone it may be 
said that because the motor industry has purged itself of 
many of its economic sins it should certainly reap some 
rewards for its good works. 

There is little prospects of these rewards coming from 
abroad in the form of orders for American cars. The 
principal nations of the world have seen to that by erecting 
stout tariff barriers against American cars. The export 
figures for the first ten months of the year bear this out 
rather well, for they show that 13.2 per cent of the total 
automobile output in the United States was exported as 


Future 
Prospects 


against 16 per cent of the total output exported in 1930. 

The decline in passenger car exports was greater than 
for trucks at 9.9 per cent in 1931 against 12.8 per cent in 
1930. For trucks the decline was from 31 per cent in 1930 
to 29 per cent in 1931. These percentages assume greater 
significance when they are reduced to number of units 
exported, for it must not be forgotten that the 1931 pro- 
duction has been much less than 1930. 

Other conditions which have no doubt been jointly re- 
sponsible with the tariff situation for this decline in exports 
are the tendency of some of the large motor manufacturers 
to export factories instead of cars and the fact that other 
parts of the world have been harder hit by the depression 
than the United States. 


It is evident, in view of the export situation 
and its outlook, that our motor industry must 
look to the domestic market for its profits. At 
least it offers a good deal more encouragement 
than Europe, South America or Asia. 

In considering this problem of the domestic market there 
are a few fundamentals which ought to be stressed. In 
the first place it is well recognized that the automobile 
industry has long since reached its domestic saturation 
point. This is clearly demonstrated by noting the con- 
sistent drop in sales in which no trade-in is involved. New 
car buyers have nothing to trade-in. The trade-in sales are 
replacements. It is to the replacement market, therefore, 
that the motor industry is turning. 

The extent of this replacement market is indicated in the 
fact that there are about 26 million cars in use in the 
United States today and that the average life of an auto- 
mobile is seven years. The annual replacement sales are 
estimated as close to 2,900,000 cars. If we consider the 
1931 output, less 13 per cent for exports and less a much 
smaller if not negligible percentage of new car buyers it is 
plain that the 1931 sales fell far short of the theoretical or 
expected replacement demand. 

Whether or not the replacement sales in 1932 will equal 
expectations is principally dependent upon general condi- 
tions not only in the United States but throughout the 
world. One naturally hesitates to hazard the prophecy. 

The automobile industry appears to be quite confident 
that the public is in a receptive frame of mind toward the 
purchase of new cars. To that end they have gone to 
more than ordinary pains to make their product not only 
(Please turn to page 237) 
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Earnings nine months 
Number of 


Status of Twelve Leading Automobile Companies 


Per Share Earnings 
enifin 
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Financial Position— 





ended Sept. 30, 1931 r 
Common - A 





Estimated Net working Recent Divi- 


capital Price dend 
12,600,000 Ag 108 $4.00 
74,327,000 Se 14 1.00 
318,527,000 Se 22 3.00 
19,882,000 De 12 1,00 
12,248,000 Se 8 Nil 
34,000,000 Se E 17 1.00 
35,000,000 Se E 16 2.00 
26,217,000 Mr 5 40 
21,588,000 Se 13 1.20 
24,166,000 Je 11 Ni 
11,506,000 De 3 Nil 
19,149,577 De 4 Nil 


Se—As of September 30, 1931. 
+ Four 


Shares Net 
199,060 


Per Share 1928 1929 1930 1931 
$3,388,446 A 16.77 10.08 21.23 5,41 18.50 

3,771,002 85 6.80 4.94 05 

General Motors ...... 48,500,000 97,455,390 2.08 6.04 5.49 3,25 

1,596,660 300,597 B 19 8.43 7.26 0.20 

1,835,358 Nil Nil 8.12 2.35 Nil 

Nil Nil 7.83 9.05 2.60 

4,266,519 A 1,56 7.63 6.60 2,78 

estiaans eeee 15,000,000 14,080 ates 1.68 0.82t 0.60 

: er - 1,916,413 2,496,125 1,09 7.16 5.58 0.28 
White Motors 800,000 Nil B Nil 2.45 3.18 Nil Nil 
Willys-Overland ...... 2,999,882 120,463 Nilt 1,85 Nil Nil Nil 
Yellow Truck ........ 2,100,000 Nil Nil Nil Nil 06 Nil 
A—Nine months ended Aug. 31, 1931. B—Six months ended June 30, 1931. Ag—As of August 31, 1931. 


De—As of December 31, 1930. : _— 
months ended Deo, 31, 1980. Je—As of June 30, 1991, Mr—As of March 31, 1931. E—Estimated. t After preferred dividends, 
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Not Legislation, Not Consolidation, Wage Cuts or Lower 
Freight Rates.. What the Railroads Need Primarily Is: 


More Traffiic— More Earnings 


AVE the rail- 

roads and 

their securities 
—bonds as well as 
stocks — reached a 
state as serious as im- 
plied by their current 
quotation, and as rep- 
resented in many re- 
cent discussions? 

That the position is 
serious, and even 
critical, there is no 
denying. Is it beyond 
saving? Are the steam 
railroads of the 
United States to con- 
tinue to constitute the 
largest and most im- 
portant transportation 
system of this coun- 
try, and to render the 
valuable service for 
which they were in- 
tended and of which they are capable, 
or are they to go—to government own- 
ership, or the scrap heap, whichever 
may be the worse? 

This is really the vital question, to 
which hundreds of thousands of in- 
vestment owners of stocks and bonds 
want an answer right now. It will be 
given in this article, not by dictatorial 
and arbitrary expression of personal 
opinion, but through a careful analysis 
of the actual position of the railroads, 
their present and nearby problems, 
leaving the reader to draw his own 
conclusions. Some observers, not or- 
dinarily timid, have been inclined of 
late to think that the end of the world 
is close at hand, so far as the railroads 
are concerned. Are they right? 

Their fears hav> been based on three 
outstanding features of the railroad sit- 
uation: (1) The continued slump in 
trafic and carnings—both gross and 


208 


Courtesy, Superheater Co. +f peer 


And They Will Get It 


By Pierce H. Futton 





was $36,824,000, 
19.2%, and in the 
latter $10,429,000, 
27.9%. 

Union Pacific, an- 
other of the strong 
and large earning 
railroads, reported 
gross earnings for 
October $6,557,000 
and net operating in: 
come $2,478,000 less 
than for the corre 
sponding month of 
last year. Up to 
October 31, there was 
a falling off in its 
gross of $27,608,000 
and in net operating 
income of $11,073, 
000. 

But there were still 








net—for the first 11 months of this 
year; (2) numerous dividend reduc- 


tions, even by the large and strong . 


systems, and a considerable number of 
omissions; (3) the slump in market 
quotations for railroad bonds and 
stocks, as severe as in the earnings. 
Let us look briefly into each one of 
these highly important developments. 
Even a glance at the earnings of the 
biggest and largest-earning roads and 
systems, for October and the first ten 
months of 1931, is quite sufficient to 
show why owners of railroad securi- 
ties have been apprehensive. Take 
Atchison, one of the outstanding rail- 
roads of the whole country, as well as 
the West. In October its gross earnings 
were down $5,858,000, 27.2%, and its 
net operating income down $3,192,- 
000, 46.2%, from October, 1930. For 
the first ten months of this year the 
comparative loss in the former item 


bigger losses than 
these. Pennsylvania's 
October gross slumped $12,743,000 
from October, 1930, while its net op: 
erating income: for that month alone 
was down $3,628,000. For the 10 
months the shrinkage in these items 
was $107,486,000 and $38,539,000 re: 
spectively. 

Going back to the Southwest, where 
we started with the figures of Atchi 
son, take those of Southern Pacific. Its 
gross was $7,849,000 and its net op 
erating income $3,833,000 less in Octo 
ber this year than last. For the 10 
months there was the tremendous 
slump of $50,036,000 in the former 
item and $17,045,000 in the latter. 

New York Central, in which there 
has been special interest because of the 
continued severe decline in the price 
of the stock, reported a decrease of 
$9,144,000 in its gross and of $3,785, 
402 in its net operating income for 
Octoher. The ten months’ gross was 
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off $81,248,000 and the net operating 
income $25,777,000. 

The losses on the other systems and 
roads, large and small for October and 
the first 10 months of this year, were 
proportionately as great. While the 
final figures are not available at this 
writing, those already in hand indicate 
that the combined net operating in- 
come of Class 1 railroads for October 
was down more than 40% from Octo- 
ber, 1930. In the case of some lines the 
loss was over 50%. A few roads even 
reported a net loss from operation 
against a substantial net operating in- 
come for last year. 


San Francisco, Missouri-Kansas-Texas 
and Kansas City Southern are still 
other roads that have discontinued 
payments on their junior shares. Rock 
Island has deferred action on its pre- 
ferred dividends. 

As to the third ground for apprehen- 
sion—the tremendous slump in the 
market quotations for bonds as well as 
stocks. Just a few issues at random. 
Atchison and Union Pacific common 
each sold at 297 and a fraction in 
1929. Recently the former was quoted 
below 90 and the latter under 81, a 
drop in the first instance of 209 and in 


garded as the best, from the high levels 
of this year, not to speak of 1929, has 
been large also. Atchison, general 4s, 
its premier issue, have dropped from 
101 to around 87; Union Pacific first 
4s, from 102!4 to 85; Northern Pa- 
cific prior lien 4s, from 97 to '78; Central 
Pacific first 4s, from 99 to 80; Baltimore 
& Ohio 44s of 1933, from 1013%4 to 
68; New York Central 414s, from 104 
to 59. The slump in numerous rail- 
road bonds, not so well secured, has 
been even worse, such as Chicago & 
North Western 4!4s, from 96 to 50; 
Rock Island 44s, from 953% to 48; 

Missouri Pacific 5s, from 995% 








If further justification is 
wanted for the apprehension 
on the part of railroad in- 
vestors, it can be found easily 
in a few additional facts and 
figures. For the first nine 
months of this year Illinois 
Central, another of the long- 
established and standard rail- 
roads of this country, had a 
deficit on its fixed charges of 
between $5,000,000 and $6,- 
000,000. In other words, that 
road lacked by that amount 
earning anything, even for its 
preferred stock. Happily, in 
October, there was a surplus 


If one is prepared to await the genuine recov- 


ery of business and is able to differentiate 


between the strong roads and the weak—that 
is to say, to avoid those which will be faced 
with actual receivership before the tide turns, 
then it is no over-statement to say that the rail- 
road group possesses as great if not greater 
possibilities of price enhancement than any 
other industry in which 


interest. 


there is security 


to 4614; and St. Louis-San 
Francisco 4Y7s, from 86 to 
1444. 

The foregoing are a com- 
paratively few facts and fig- 
ures, all of record, and can- 
not be disputed. Admittedly 
they make a disheartening pic- 
ture. They are quite sufh- 
cient, everyone must concede, 
to cause the apprehension on 
the part of investors in rail- 
road bonds and stocks to 
which reference has _ been 
made several times in this 
article. 

Do these facts and figures 











over fixed charges of prac- 
tically $500,000. 

Chicago & North Western, one 
more of the outstanding railroads of 
the United States for more than 50 
years, will not earn its fixed charges 
this year by $3,500,000, according to 
preliminary official estimates. New 
York Central Lines are likely to earn 
less than $5,000,000 in excess of fixed 
charges in 1931. The amount may be 
considerably smaller. It takes $5,000,- 
000 to equal one dollar a share on the 
outstanding stock. 

Consider the second point on which 
the apprehension of railroad investors 
has been based, viz.; dividend reduc- 
tions and omissions. After an enviable 
dividend record of more than 50 years 
in each instance, Chicago & North 
Western has cut off its preferred as 
well as its common dividend and IIli- 
nois Central payment on the latter. 
New York Central has reduced from 
$8 to $4 a share and is almost certain 
to cut the rate again this month to 50 
cents for the quarter. 

Pennsylvania is down from 8 to 3%, 
Southern Pacific from 6 to 4, Balti- 
more & Ohio from 7 to 4, and is quite 
certain to go still lower this month, 
New Haven from 6 to 4, which, it is 
expected, will be reduced to 3%. 
Lehigh Valley has omitted its common 
dividend, Atlantic Coast Line and 
Louisville & Nashville recently reduced 
from 7 to 4%. Rock Island, St. Louis 
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the latter of 218 points. The slump in 
New York Central has been even more 
severe, from 256! to less than 30— 
$228 a share. See how far back in 
the records you will have to go to find 
when Chicago & North Western com- 
mon sold at practically $6 a share and 
Northern Pacific below 20. 

The latter figure, by the way, rough- 
ly represents the level at which D. 
Willis James, father of Arthur Curtiss 
James, said to be the largest owner of 
railroad stocks in the world, began to 
buy thousands of shares of Northern 
Pacific. John S. Kennedy, like Mr. 
James, Sr., a close business associate 
and strong financial backer of James J. 
Hill, “Empire Builder of the North- 
west,” began buying at practically the 
same level. That was in the late 90's, 
following reorganization of Northern 
Pacific. They held the stock, made mil- 
lions and passed their shares along to 
their heirs. The nucleus of Arthur 
Curtiss James’ tremendous holdings of 
Northern Pacific and Great Northern 
came from his father. 

Would these three great railroad and 
financial leaders of 30 years and more 
ago, if they were alive today, be buy- 
ing these stocks and recommending 
their purchase to their friends? I 
knew them all and am strongly inclined 
to believe that they would. 

.The break in bonds, even those re 


spell complete disaster for the 
railroads and their securities? 
Black as the railroad picture looks just 
now, and has for some time, I do not 
hesitate to give a negative reply. In other 
words, the railroads of this country are 
by no means beyond saving. There may 
be a few fairly good-sized roads that will 
not be able to meet their fixed obliga- 
tions on or about January 1. Even if 
the pooling plan is approved, it will not 
be operative in time to help them. A 
large number of receiverships at that 
time should not be expected. Wabash 
went into receivership on December 1. 

Right here the vital question is: 
“What do the railroads most need?” 
Everyone who understands their posi- 
tion cannot fail to reply: “Earnings, 
more earnings.” 

In trying to get an accurate idea of 
the position of the railroads in this 
critical period it is absolutely impera- 
tive to grasp a few facts. Among those 
most clearly outstanding are these: 
(1) The railroads are well equipped 
and managed and most of them have 
a sound financial structure. They are, 
therefore, in a position to handle traffic 
—and profitably—if it is obtainable. 
They cannot produce traffic where it 
does not exist. (2) The railroads, with 
reasonable freight rates and regulation 
of freight and passenger competition, 
with reasonable wages and taxes, can, 
in normal times, make satisfactory 
(Please turn to page 234) 
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CLEVELAND, LORAIN & WHEELING 
Cons., Ist Mtge., 5s, 1933 








Short Term Rail Offers 


Attractive Income 


Well Protected Issue for Current Funds 


LEVELAND, Lorain & Wheeling 
Railway is an important part of 
the Baltimore & Ohio Railway 

System, running from Cleveland and 
Lorain, both on Lake Erie, in a south- 
easterly direction, to Bridgeport, Mar- 
tin’s Ferry, and Bellaire, Ohio, all in 
the Ohio River District, opposite 
Wheeling, W. Va. The road is situ- 
ated in line with the gen- 
eral movement of coal 


By Russgett TAYTE 


be discontinued after the first of the 
year. 

In order to appreciate the strength 
and the position of this issue, let us 
review the situation regarding the un- 
derlying bonds of the Baltimore & 
Ohio System. Baltimore & Ohio has 
covered its entire fixed charges in each 
year during the ten years 1921 to 


1930. In 1921, interest charges were 
covered 1.27 times, and in 1922, only 
1.18 times. Its total fixed charges in 
1921 and 1922 amounted to somewhat 
over $23,900,000. Despite an increase 
in the total fixed charges of the Balti- 
more & Ohio System to $29,200,000 
in 1930, or approximately 22% over 
1921, the earnings available for fixed 
charges over the 1921- 
1930 period have in 








traffic to the Lakes and 
ore trafic from the Lakes 
to the Ohio Valley. 


BALTIMORE & Onto RalLRoAD Co. 


creased roughly 67%, so 
that both in 1928 and 
1929 the company was 
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A first lien on 198 orunne 4 q able to show its total fixed 
miles of this road secures . wee + Lt charges earned over twice, 
the consolidated first mort- € 200 HH HW Waa WW Ht and in 1930, total fixed 
gage 5% bonds which > HHHHWHHHH a EO charges were earned 1.73 
are outstanding in the » Hh HH aaa a a eo times. It is estimated that 
amount of $5,000,000. , HHHHHHHAHa the Baltimore & Ohio 
Interest is payable on Z00H FA EY Fo EA En in in ina fo will earn its fixed charges 
April first and October 3 shk mairmnoaoa by only about 1.2 times 
first. The issue is dated tee! H for the year 1931 or prac’ 
November 24, 1893, and t tically back to the level of 
was assumed by the Balti- 60 — 1921-22. 
more & Ohio during the siuictaiie “ =| While it is admitted 

FIXED CHARGES that the Baltimore & 


year ended June 30, 1915, 
































when it absorbed the 50 Ohio has made a poor 
Cleveland, Lorain & showing in the depression 
Wheeling Railway. on years, 1922 and 1931, it 
The issue is outstanding y, ‘aciin should be emphasized that 
at the rate of slightly over < —|rixep of the present total 
$25,000 per mile, which 8 30 3 funded debt of the road, 
is low for important mile- 2 Y excluding $60,000,000 
age in one of the principal 2 Y z of equipment trust issues, 
Eastern systems. The bond 6 20 Y), as amounting to $538,600, 
is legal for investment by 2 128 y 3 000, only $230,600,000 
savings banks in Con- = iol Y i, are first mortgage issues, 
necticut, Massachusetts, y pie opined ld the balance being in vart 
Maine and New! York. ZY Y eyed = : ous refunding and gee 
saps : ol l A.WALYA | YZ i s and con: 
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issues of the road are concerned, in- 
terest is being earned by a satisfac- 
tory margin, between two and three 
times, even on the basis of the 
present unusually depressed earning 


power ° 
Underlying Issues 


The principal underlying issues of 
the Baltimore & Ohio are approxi- 
mately $82,000,000 in first mortgage 
4s, due 1948, $75,000,000 in first mort- 
gage 3s, due 1948, or a total of approxi- 
mately $157,000,000 of principal main 
line first mortgage issues. In addition, 
there is another large issue of the sys- 
tem on its southwestern division, 
amounting to $45,000,000. The total 
principal, underlying issues of the 
Baltimore & Ohio System, therefore, 
amount to approximately $202,000,- 
000. There are a number of additional 
smaller first lien issues totalling $28,- 


000,000, of which the $11,000,000 — 


issue of Toledo and Cincinnati Divi- 
sion First Lien and Refunding 4s, due 
1959, is the largest, and the Cleveland 
Lorain & Wheeling Consolidated First 
Mortgage issue is next in size, out- 
standing in the amount of $5,000,000. 
The bonds of the latter issue are prior 
in lien to $893,000 Cleveland, Lorain 
& Wheeling Ry. General Mortgage 5s, 
due June 1, 1936, which represent a 
second lien. In January, 1930, an issue 
of $950,000 Cleveland, Lorain & 
Wheeling Consolidated Refunding 
4s was paid at maturity. The latter 
issue represented a third lien on the 
property. Other issues which follow 
the subject, are $42,980,000 Pittsburgh, 
Lake Erie and West Virginia Refund- 
ing Mortgage 4s, due 1941, $125,000,- 
000 Baltimore & Ohio Refunding and 
General Mortgage bonds and $63,- 
250,000 B. & O. Convertible 4147s, due 
1933. The subject issue will probably 
be refunded by an increase in the 
amount of either the Pittsburgh, Lake 
Erie & Western Refunding Mortgage 
or the General and Refunding Mort- 
gage of the Baltimore & Ohio Sys- 
tem. 


Since this issue covers very impor- - 


tant mileage of an important railroad 
system on a low per-mile basis, it is 
entitled to the high investment rating 
and the bond can be recommended as 
an attractive short term investment. 

The price range, during the past five 
years has been 10434 high and 97 low. 
Recently, the bond sold at 98, and the 
bid and offer at this writing, is 
90Y%,—97. A bid of 94 or 95 should 
secure some bonds of this issue, in 
which case an investor would obtain a 
high return to maturity in October, 
1933, less than two years distant. Ina 
better market, 97 could be paid. 


for DECEMBER 12, 1931 

















Bond Buyers’ Guide 


NotE.—The following list of bonds has been arranged solely on the 
basis of current yields to maturity. The position of any issue in the list 


is not intended as an indication of its relative investment merit. 


Readers 


should observe a proper diversification of commitments in making their 
selections from this list. The Guide is subject to revision as more favor- 
able issues appear and those no longer suitable, in our opinion, for new 
purchases, are dropped. Any queries concerning such changes should 
be directed to our Personal Service Department. 


Railroads 


Total Amount 


Interest* 


Yield 


Times earned Recent to 
1980 Est. 1931 Price Maturity 


1.5 
3.9 


Price 


Nc 
No 
NC 
105 
Nc 
105 
Nc 


Funded of 
Debt this 
(millions) issue 
Norfolk & Western Ist Consol. 4s, 1996...... 112 41 
Atchison, Top. & Santa Fe Gen’l 4s, 1995.... 311 152 
Union Pacific Ist 4s, 1947.........eeceeceees 360 100 
Pennsylvania Consol. 4s, 1948............... 607 20 
Northern Pacific Prior Lien 4s, 1997......... 313 107 
Misscuri-Kansas-Texas Ist 4s, 1990......... 107 $1 
Baltimore & Ohio First 4s, 1948............. 604 82 
Kansas City Southern Ist 3s, 1950.......... 65 36 
N. Y., N. Haven & Hartford Ref. 4%s, 1967 258 $1 
Northern Pacific Ref. & Imp. 6s, 2047...... 313 107 
Public Utilities 
N. Y¥. Telephone Gen’l 4%4s, 1989............ 61 61 
Duquesne Light Ist 4%s, 1967.............. 65 65 
Phila, Electric Ist Ln. & Ref. 4%s, 1967..... 166 34 
Cincinnati Gas & Elec. Ist 4s, 1968.......... 35 35 
Westchester Lighting Ist 5s, 1950........... 22 9 
Detroit Edison Gen’l & Ref. 4%s, 1961...... 129 50 
Illinois Bell Telephone Ist & Ref. 5s, 1956... 57 49 
American Telephone Coll. Trust 5s, 1946..... 462 68 
Pacific Gas & Elec. Gen’l & Ref. 5s, 1942.... 311 36 
Pennsylvania Pwr. & Lt, Ist 4%s, 1981...... 131 121 
N, Y. Power & Light Ist 4%s, 1967......... 67 66 
Northern States Pwr. Ist & Ref. ‘‘B’’ 6s, °41 100 8 
Denver Gas & Elec. Ist & Ref. 5s, 1951...... 46 9 
Industrials 
Standard Oil of N. J. Deb. 5s, 1946.......... 169 120 
Procter & Gamble Debenture 4%s, 1947...... 11 11 
Western Electric Debenture 5s, 1944........ 35 35 
Bethlehem Steel Ist & Ref. 5s, 1942......... 118 13 
Swift & Co. First 5s, 1944..............0005 53 23 
Goodyear Tire & Rubber Ist & Coll. 5s, 1957.. 63 56 
Short Terms 
Due Amount 
Name Date this Issue 
j |(Millions) Call 
Detroit Edison Ist & Coll. 5s........-...++ 1/1/83 10.0 
N. Y. & Erie 3rd Ext. 4%8........0..2000- 3/1/88 2.5 
Union Elec. Lt. & Power Ref. & Ext. 5s.... 5/1/38 6.2 
Corn Products Refining Ist 5s..........++. 5/1/84 1.8 
Norfolk & Western Imp, & Ext, 6s........ 2/1/34 2.0 
Bethlehem Steel Purchase Money 5s....... 7/1/86 22.3 
N. Y., Penna. & Ohio Prior Lien 4%s..... 3/1/85 8.0 
Cleve., Lorain & Wheeling Consol. Ist 5s...10/1/38 5.0 


* On total funded debt. 


NC—Not callable. 


NC 


5.4 90 4.5 
3.3 88 4.6 
2.5 91 4.8 
1.2 90 4.9 
1.2 718 5.2 
1.2 713 5.6 
1.2 81 5.8 
1.2 60 6.8 
1.4 68 6.9 
1.2 80 7.5 
Call Recent Yield to 
Price Price Maturity 
110 100 4.5 
104% 100 4.5 
105 100 4.5 
100 89 4.6 
NC 105 4.6 
108% 96 4.7 
105 104 4.7 
105 102 4.8 
105 101 4.9 
105 88 5.2 
105 86 5.4 
105 104 5.5 
106 93 5.6 
102 ve 4.8 
105 95 5.0 
105 100 5.0 
105 100 5.0 
102% 102% 5.2 
108 716 7.0 
Yield 


Income Maturity 

Market Basis Basis 
102% 4.9 2.7 
101 4.4 3.7 
101 4.9 3.9 
102 4.9 41 
101% 5.9 5.3 
98 5.1 5.5 
944 4.8 6.3 
97 5.1 7.1 


NOTE—Our preferences in the above list, at present, are among the short term issues. 
The high grade long term bonds in the list will be subject to the possible adverse factor of 


higher money rates after December 15. 


be postponed unless they are assumed for a period of years. 


Consequently, commitments in this class might well 
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AMERICAN TELEPHONE & TELEGRAPH CO. 





Is Telephone’s Popularity With 


Investors Deserved? 


Stock Back to 1922-1923 Price Levels, Affording 
Liberal Yield. Is Status of Company Changing? 


By Francis C. FuLierton 





HE popu- 
larity of 
American 


Telephone& Tele- 
graph Co. com- 
mon stock as an 
investment is well 
deserved. The 
company is the 
world’s premier 
utility, guided by 
a management 
whose operating 
policies have 
been progressive 
and whose finan- 
cial guidance at 
the same time has 
been conserva- 
tive, the two com- 
bining to form 
an ideal back- 
ground to give 


PRICE SCALE 


NUMBER OF 


MILLIONS OF DOLLARS 


1920 1921 





AMERICAN TELEPHONE & TELEGRAPH Co, 


ANNUAL PRICE RANGE 


NET FOR 


1922 1923 1924 1925 1926 1927 1928 1929 


1923. When the 
stock was selling 
for 31014, it was 
paying a divi- 
dend of $9 but it 
carries the same 
dividend rate at 
the current low 
levels. This divi- 
dend rate has 
been paid since 
1922. For 49 
years the A. T. 
& T. and its 
predecessor com- 
pany has paid 
dividends to the 
public of not less 
than $7.50 per 
share per year. 
In view of the 
- present depressed 
state of general 
business and of 


JWIS Jdidd 
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strong _ invest- 
ment qualities to 
the company’s securities. 

Recognition of this investment merit 
is concretely indicated in the widely 
diffused ownership of “Bell System” 
securities, which at the end of 1930 
were held by more than 750,000 own- 
ers. The American Telephone & Tele- 
graph Co. alone was owned by 567, 
694 stockholders, including more than 
100,000 employee stockholders. By 
June 30, 1931, the number had actually 
increased to more than 600,000. Fur- 
ther analysis of the stockholders’ list 
reveals that the average number of 
shares of A. T. & T. stock held per 
stockholder was 32. More than 200,- 
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000 stockholders held 5 shares or less 
each, more than 430,000 held 25 shares 
or less each, and about 535,000 held 
less than 100 shares each. No share- 
holder owns as much as 1% of the 
total stock outstanding. 


Drastic Price Decline 


Despite the conservative character of 
A. T. & T. common stock, the price 
has suffered drastically in the stock 
market liquidation since the crash of 
1929. The peak price in that year was 
31014—it is now about 125 or approxi- 
mately the level prevailing in 1922 and 


gradually declin- 
ing earnings of the system result 
ing therefrom, the question arises 
whether the present dividend of $9 
will be maintained, or whether a re- 
duction will be made. Have certain 
factors developed which would indi- 
cate a fundamental change in the 
status of the company? 

The A. T. & T. dominates the tele: 
phone business in the United States 
and in two provinces in Canada. The 
growth of the company has been little 
less than phenomenal and thus far its 
progress in this respect has scarcely 
been approached in the annals of 
American history. Of all the inter 
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connected telephone instruments in the 
country, totalling 20,098,059 at the end 
of 1930, the Bell System owned 15,- 
682,059 or more than 75%. The major 
part of the independent systems are in- 
terconnected with its own network. 


Period of Rapid Growth 


The growth of the system was par- 
ticularly rapid in the 1920-1930 
decade. At the end of 1920, there 
were 8,333,929 telephones in the sys- 
tem—at the end of 1930 the number 
had increased to 15,682,059, a gain of 
7,348,080. Practically all of the gain 
for the country as a whole accrued to 
the Bell System, as the independent 
companies connecting with the Bell 
System showed a gain of only 148,044 
during this period. The fundamental 
reason for this tremendous expansion 
was the era of prosperity which the 
country enjoyed during this decade. 
Under modern business and living con- 
ditions, the telephone has become more 
and more a necessity. 

Theoretically, there is a saturation 
point in the number of telephones 
which the population of this country 
can support. This 


business, and for the first time in the 
history of the telephone industry a loss 
in number of telephones had been 
shown—a drop of 1,447. This loss 
came in the second half of the year, 
cancelling the gains made in the first 
half. With business depression becom- 
ing more acute in 1931, losses became 
more pronounced. For the first nine 
months, for instance, the Bell System 
alone showed a net loss of 207,500 tele- 
phones or about 114% of those in serv- 
ice at the beginning of the year. Some 
of the ground lost will no doubt be re- 
gained when business again recovers, 
but in the meantime with business con- 
tinuing depressed further small losses 
in the number of telephones may be 
expected. 


“Diminishing Returns” Ahead? 


One other’ trend is extremely sig- 
nificant in the telephone industry. The 
plant and property investment per tele- 
phone has been rising steadily since 
1920. In that year the total plant in- 
vestment per telephone in the Bell Sys- 
tem amounted to $164.76. It has risen 
sharply since then and at the end of 


offset some of these increased costs. In- 
stallation of automatic equipment, for 
instance, increases the investment per 
telephone but at the same time effects 
savings in operating costs. 

The increased investment per tele- 
phone requires a corresponding in- 
crease in capital costs in the form of 
interest and return on money invested 
and this in turn necessitates higher 
rates. As this process goes on, the 
point of “diminishing returns” is 
reached and sooner or later auto- 
matically limits further rapid expan- 
sion. Rates have actually been raised 
in different sections of the country in 
the past two years, and ignoring other 
elements pertaining to this situation 
this does nevertheless indicate that the 
higher capital investment is being felt. 
The rate of earnings in 1930 was 5.3% 
on the cost of plant and other assets, 
which compares with 6.5% in 1929. 


Holding and Operating Functions 


The A. T. & T. is both a holding 
and an operating company. It owns 
directly or indirectly more than nihe- 
tenths of the voting stock of the 24 

operating compa- 





saturation point, 


nies associated 





of course, would 
vary with condi- 
tions of prosper- 
ity. At present, 
there is one tele- 
phone instrument 
for each 6 peo- 
ple. It is too 
early yet to de- 
termine whether 
a temporary satu- 
ration point in 
the telephone 
business has been 
reached. It prob- 
ably has not, and 
when the coun- 
try recovers from 
its present longer 
than usual period 
of business de- 
pression, the ex- 
pansion in the 
use of the tele- 
phone will prob- 
ably continue, al- 





Telephone Plant 


of Canada. 





Holding Company Only 
Dividends Received 


Interest from Assoc, Cos 
Telephone Oper, Revs., etc 
Total Gross Income 

Net to Common 


Operating Income after expenses 
Maintenance only 

Depreciation only 

Total Gross Income incl. non-oper. rev.... 
Remaining for A. T. & T. Common Stock.. 


Number of Telephones 
Plant Investment per Telephone 


(2) Excludes the accounts of Western Electric Co., Inc., 


Three Years with the American Telephone & 


Telegraph Company 


1928 
$119,176,197 


15,420,239 
101,185,542 
235,781,978 
143,170,491 


Consolidated Statement—Bell System (2) 
Total Operating Revenues 


$975,426, 823 
227,917,667 
154,455,282 
153,875,717 
255,539,100 
175,560,467 


$3,275, 686,848 
14,439,396 
$227 


(1) On average number of shares outstanding for period, 





1929 
$140,911,590 


21,563,035 
113,221,282 
275,695,907 
166,189,758 

12.67 


$1,070,794,499 
247,181,783 
179,698,948 
164,376,990 
291,147,722 
201,259,808 


$3,671,099,689 
15,414,005 
$240 


and The Bell Telephone Co. 


with it in the 
Bell System. 
These associated 
companies handle 
the business with- 
in their respec- 
tive territories. 
The long dis- 
tance or toll busi- 
ness is handled 
by the parent 
company itself. 
Through the 
manufact uring 
subsidiary, the 
Western Electric 
Goa, Ine; of 
which it owns 
9814% of the 
stock, the system’s 
requirements of 
telephone equip- 
ment are made, 
together with nu- 
merous other 
electrical prod- 


1930 
$148,178,886 


28,026,861 
115,809,124 
292,014,871 
165,544,707 

10.44 


$1,103,939,805 
235,843,031 
191,056,987 
182,400,230 
282,469,239 
184,258,836 


$4,043,421 ,739 
15,682,059 
$258 











though at a more 
moderate rate 
than in the 1920-1930 decade. 
This much, however, can be said. 
The rate of growth has probably 
reached its peak. The year 1923 was 
the one showing the greatest gain with 
about 950,000 new connections. The 
years immediately following were only 
slightly lowerthan 1923, andin 1929 new 
connections numbered about 900,000. 
The year 1930 was one of declining 


for DECEMBER 12, 1931 


1930 was $257.84 per telephone. In 
part this increase is explained by the 
fact that as the number of telephones 


in towns and cities increases, the 
greater becomes the number of connec- 
tions possible in each exchange area 
and it costs more to give each sub- 
scriber access to a constantly increas- 
ing number of telephones. Technical 
developments in the telephone art have 


ucts. Through 
the Bell Tele- 
phone Laboratories extensive research is 
conducted in the electrical field par- 
ticularly in reference to sound and 
sound communication and in allied 
fields as well. 

Constantly pioneering in new lines, 
the system maintains itself well in the 
van of progress. Not only does the 
research work result in constant im- 

(Please turn to page 233) 
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New Conditions Face Farm 
Equipment Industries 


Can Branch Factories Offset the Restriction on Export 
Trade Imposed by New Tariffs? How Will Leading 


Industries Fare on the Basis of Domestic Business? 


ORELY beset on all sides, victim 
of evil influences uncontrollable, 
the agricultural machinery indus- 

try is the personification of depression. 
But just as no tree ever grew to 
heaven, no shaft was ever sunk to hell 
and it may well be in this particular 
case that the worst depths are now 
being plumbed. 

The series of disasters which have 
led up to the present deplorable situa- 
tion, are not complicated. In fact, to 
appreciate the main cause of the 
trouble all that is necessary is one look 
at a chart of commodity prices. Its 
recent perpendicularity is broken only 
by insignificant upturns which never 
afforded even breathing space for ad- 
justment. 

The drastic decline in wholesale 
commodity prices, among the hardest 
hit members of which are farm prod- 
ucts of all sorts, by cutting the pur- 
chasing power of an important sec- 
tion of the people, has been reflected 
in a much decreased demand for farm 
machinery. Indeed, not only has the 
greater part of the farming community 
been unable to purchase new ma- 
chinery, but it has had no little dif- 
ficulty in completing payments for that 
already bought. 

The results of 


By Henry RicHMonp, Jr. 


000,000 at the end of 1928, while by 
the end of 1930 this item had grown 
to some $124,000,000. The J. I. Case 
Co. reports that bills receivable in- 
creased from slightly more than $12,- 
000,000 to nearly $22,000,000 over the 
same period. The balance sheet of 
Deere & Co. as of October 31, 1928 
showed notes and accounts receivable 
of $29,000,000 while for the same 
date in 1930 they totaled nearly $56,- 
000,000. Other companies, such as the 
AllisChalmers Manufacturing Co. 
which, although they are by no means 
exclusively manufacturers of agricul- 
tural machinery, are nevertheless im- 
portant factors in the field, have re- 
ported similar increases in their receiv- 
ables. Agriculture is squarely faced 
with that most difficult of all situations 
whereby the more it needs the greater 
eficiency of labor-saving machinery, 
the less it is able to obtain it. 

In addition to the decline in the 
purchasing power of those on whom 
he depends for his market in this 
country, the manufacturer of agricul- 
tural machinery has been adversely 
affected in the export division. The 
Argentine and Canadian farmers have 
been just as hard hit by the decline 
in wheat as the American. Moreover, 


throughout the world tariff walls are 
continually being erected which make 
it still more difficult for the American 
exporter. Finally, there is the question 
of payment. With so much of the 
world off the gold standard, the price 
of a product in gold appears stag- 
geringly high to those who have to pay 
for it in a depreciated currency. 


Russia Curtails Purchases 


During the past year or two Russia 
has been the one bright spot in the 
generally drab vista afforded by our 
export trade 1n agricultural machinery. 
The Soviet Five Year Plan which calls 


-for industrialization and western ef- 


ficiency at any cost has been a god- 
send to the manufacturer in this coun- 
try. In 1930 we shipped to Russia 
agricultural machinery to the value of 
about $41,000,000 while for the first 
six months of this year exports in the 
same category totaled more than $37,’ 
000,000 or nearly 75% of our total 
agricultural machinery exports during 
this period. 

Although the Russian business came 
opportunely in the past, unfortunately 
it cannot be relied upon for the fu- 
ture.. It was taken on the basis of 
40% or 50% 
down in cash and 








such _ conditions 
may be concretely 
seen from the in- 
crease in receiv- 
ables of the larger 
companies. Inter- 
national Harvester 
Co., for example, 
reported farmers’ 
and dealers’ notes 
outstanding in the 
amount of $89,- 





Three Leading Farm Equipment Manufacturers 


Present 
Price Dividend 


10.95 38 
6.06 14 
4.55 28 


Earned per Share 
8 1929 1 


20.42 
13.13 
711 

* Year ending Oct, 31, 


Yield 


the balance spread 
over several years 
and this on the 
face of it was not 
particularly satis: 
factory. It is re 
ported now that 
Russia is seeking 
even more favor: 
able terms and is 
buying elsewhere 


Working 
Capital 
Dec, 31, 1930 
$36,390,000 

70,800 ,000* 


225.468 .000 
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extensively because manufacturers in 
this country are not disposed for the 
most part to grant them. But any- 
thing which Russia might do is un- 
predictable so probably the best atti- 
tude to take in regard to her business 
is to accept it gratefully when upon 
satisfactory terms and not to be un- 
duly discouraged should it fail to ma- 
terialize for any reason whatsoever. 

Apart from Russia’s business, or 
lack of business, can the agricultural 
machinery industry do anything to 
combat the adverse 


been granted, it might be mentioned 
that out of Harvester’s total current 
assets of $257,000,000 at the end of 
last year, receivables less reserves, ac- 
counted for $136,000,000. Including 
this item, however, working capital 
totaled more than ' $225,000,000, the 
highest recorded. A similar condition 
is shown by the J. I. Case Co. Cur- 
rent assets at the end of last year 
totaled some $42,000,000, of which re- 

ceivables were more than half. 
While the efforts of the equipment 
companies to bring 





influences under 
which it is now 
operating? The 
main trouble, the 
decreased purchas- 
ing power of the 
farmer, might be 
offset if only the 
price of the equip- 
ment could be 
brought down cor- 
respondingly. Ef- 
forts have been 
made in this direc- 
tion, for all the 
companies in the 
field have cut their 
costs and of course 
have _ purchased 
raw materials 
more advantage- 
ously. In addition 
labor has been re- 
duced. Inter- 
national Harvester, for ae 
cut salaries some seven months'}: 
ago and recently put in effect 
general wage reductions. These 
and other economies are re- 
flected in the reduced price 
schedules for 1932. Tractors 
are down between $40 and 
$200 and corresponding reduc- 
tions are seen in plows, har- 
rows, cultivators, presses and 
binders. 

Working towards the same 
end are the easier terms now 
being offered to purchasers. 
Harvester at the beginning of 
this year announced that credit 
on tractor and tractor drawn 
implements would extend over three 
autumns instead of two and the pre- 
viously required down payment of 
20% would be eliminated. While 
easier credit has much to commend it, 
the companies will have to be careful 
that they do not become over-extended. 
The tremendous increase in receivables 
has already been mentioned and there 
is obviously a limit past which the ex- 
pansion of this item would be highly 
dangerous. 

As giving some idea of the extent 
to which consumer credit has already 
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their wares within 
the shortened reach 
of the farmer is 
conducive of some 
good, it would seem 
that real betterment 
must: await: a 
change in the fun- 
damentals. This 
implies either still 
further deflation of 
manufactured goods 
and services or an 
upward adjustment 
in commodity 





seems to be the principal thing needed 
by the manufacturers of agricultural 
machinery, it would not wholly solve 
their problems. They have reached 
that stage of development where they 
lean heavily upon their export business 
and this is now squarely faced with 
depreciated currencies and tariffs. In 
regard to the former the individual 
companies can do nothing. It is a mat- 
ter which rests upon the rehabilitation 
of the world. Tariffs, however, are 
in another class, for they can be com- 
bated with branch factories. 

The ground work for such a scaling 
ladder against tariff walls is already in 
existence. The International Har- 
vester Co. has manufacturing sub- 
sidiaries or afhliates in Canada, France, 
Germany and Sweden. . Deere & Co. 
also has a plant in Canada, while most 
of the other important companies in 
the field have sales representatives and 
service facilities widely distributed 
abroad. It would not seem impossibly 
difficult to change some of the larger 
service organizations into assembly 
plants and in this way nullify many 
of the tariffs which contain so much 
that is threatening. 
At any rate such an 





International Harvester Photos. 


From the Primitive to the Modern in Reaping 
(Above) Farm worker using antiquated cradle 
(Below) Modern type of harvester 


prices. The actuality, however, is 
likely to be a combination of the two 
but there is some evidence that the 
upward movement in commodities will 
predominate. Not only have they been 
the most severely deflated but generally 
speaking they have shown no signs of 
any real decline since last May. 
Moreover, there were the recent flur- 
ries in wheat and other commodities 
which, although lacking significance at 
the moment, may prove to have been 
straws denoting a better future. 
Although a rise in commodities 


experiment would 
certainly be closely 
watched by the in- 
vestorinthis 
country, for as 
things now stand, 
the agricultural 
equipment com- 
panies cannot be 
said to appeal to 
him greatly. 

There are too 
many uncertainties 
to be faced. 

The passing of 
dividends is con- 
crete evidence of 
the trouble. Deere 
& Co. omitted to 
declare the regular 
quarterly dividend 
of 30 cents a share 
on its common 
stock last July. 
Case took similar 
action last September. Other com- 
panies not out-and-out members of the 
group, but having many of their at- 
tributes also passed some of their 
troubles along to their stockholders. 
Allis-Chalmers recently cut its regular 
dividend of $2 in half, while Caterpil- 
lar Tractor—which incidentally is fight- 
ing with Harvester over a matter of 
tractor treads—announced a reduction 
from $3 to $2 in its regular rate. 

Indeed, of the principal manufac- 
turing companies catering to agricul- 

(Please turn to page 229) 
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UNITED AIRCRAFT & TRANSPORT CORP. 





A “Preferred” Stake in 


Aviation’s Future 


Attractive Long Range Possibilities in Leading 
Company With Well Protected Dividend Return 


VIATION is in the midst of that 
A dificult period which comes to 
every industry—the period in 
which a pioneering rhapsody gives way 
to prosaic business. Here, the in- 
evitable but possibly long drawn out 
metamorphosis is made more than 
usually difficult because of a public 
which persistently believes in romance 
—all evidence showing its non-exist- 
ence to the contrary. In this work-a- 
day world people like to imagine them- 
selves soaring far from a stable earth, 
daring dangers of storm, ice and fog, 
for a moment gloriously free from the 
humdrum activities of average mortals. 
Their dream is fostered by the pub- 
licity given the reckless flights of ex- 
cessively loaded planes over 
uncharted seas and jungles. Of 


By J. C. Crrrrorp 


business proposition. Even given the 
vessel, it takes more than a master and 
a Scotch engineer to run a steamship 
line. 

One of the most important things 
calling for adjustment and stabilization 
in the aviation industry is the matter 
of price. This applies to both the cost 
of equipment and cost of service. A 
standard must be set up and recog- 
nized. Fares, originally fixed by the 
hit-and-miss methods of men who were 
technical experts only were placed too 
high. Probably, they are now too low. 
On the face of it, no one is going to 
get rich transporting passengers from 
New York to San Francisco by air for 
$200—that is with planes no larger 


than they are today and with reason- 
able allowance for “dead-head” trips. 
Indeed, it is difficult to say exactly 
what the airlines expect to achieve by 
cutting the price for their service be- 
low an economical level, unless it is 
that they hope to compete with the 
railroads on a price basis only and in 
this way so increase the volume of 
trafic that it will be profitable. Such 
a theory is optimistic, to say the least. 

Nevertheless, whether or not com- 
mercial aviation can be profitable at 
the moment is a minor point compared 
to whether or not it is to be profitable 
in the future. What are the chances 
of expansion for the industry? It can 
be assumed safely that travel by air- 
plane actually is, or shortly 
will be, as comfortable as 
other forms of transportation. 





course, someone has to blaze 
a trail and the successful trail- 
blazer was ever a public hero. 
But each disaster on an ex- 
pedition of this sort undoes 
the favorable sentiment 
brought about by a year’s un- 
eventful operation of a recog- 
nized airline. Real profits in 
aviation must wait until the 
average man is willing to ac- 
cept a certain number of air- 
plane crashes with the same 
disinterested fatalism with 
which he now accepts train 
and automobile wrecks. 

In the meantime, however, 
the industry as a whole must 
make further progress towards 
realizing that it needs some- 
thing more than money, well- 
equipped, well-maintained and 
reasonably safe machines, pi- 
loted by experts. With the 
exception of a few companies 
the industry must develop 
competent “office” men cap- 
able of running a complicated 


MILLIONS OF POUNDS 


MILLIONS OF PASSENGER MILES 





AiR TRANSPORTATION 


AIR MAIL CARRIED 


PASSENGER MILES 


PASSENGERS 


NUMBER OF 
FATALITIES 


1927 1928 1929 1930 1931 * 


3% FIRST NINE MONTHS 


It can be assumed also that 
although it will become vastly 
safer than it is at the moment 
it will never be quite as safe 
as an inherently stable medi- 
um. But as long as it be- 
comes safe enough for practi- 
cal purposes and above all as 
long as the’ public accepts it 
as such, there is only one point 
remaining: Will the great 
masses of people be willing to 
spend freely for the saving of 
time? If precedent means 
anything at all there is little 
doubt but that they will be 
willing to do this, for in the 
past every new development 
bringing two distant points 
closer together has grown into 
a formidable enterprise. 

Even now, young as it is, 
aviation gives some indication 
of great potentialities. More 
people are travelling by air. 
More mail and express is be- 
ing flown. In the year of de- 
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business of the steamship companies 
and the railroads has fallen in manner 
appalling. Yet, the number of passen- 
gers carried by the airlines of this 
country for the first nine months of the 
year was more than 6% larger than the 
number carried during the correspond- 
ing period of 1930. Making a similar 
comparison of the air mail and express 
business, an even more gratifying in- 
crease was registered, the former gain- 
ing more than 13% and the latter 
jumping more than 200%. Such a 
showing stands head and shoulders 
above that of any other form of trans- 
portation or communication. 

Despite the fact, however, that it is 
not dificult to imagine a great and 
profitable future for aviation in the ab- 
stract, it is much less easy to choose a 
specific medium through which this 
future can be turned to profitable ac- 
count. An investor would naturally 
like to place his funds in the company 
which is to be the “General Motors” 
of the industry. But does he realize 
that even among those 


Seattle, Wash. This company in turn 
has a Canadian subsidiary engaged in 
production for a number of British 
colonial markets. United Aircraft’s 
other building subsidiaries include the 
Chance Vought Corp., manufacturer 
of high-performance army and navy 
planes; the Stearman Aircraft Co. 
which was lately merged with another 
subsidiary, the Northrop Aircraft 


Corp.; and the Sikorsky Aviation 
Corp., a builder of giant amphibian 
machines among other types. 


Subsidiary Companies 


In addition, to builders of planes 
themselves, United Aircraft numbers 
among its subsidiaries famous manu- 
facturers of equipment. There is the 
Pratt & Whitney Aircraft Co. one of 
the best known and largest builders of 
airplane engines in the world. The 
company’s “Wasp” and “Hornet” 
motors are made in Hartford, Conn., 
for the domestic trade, through a 


Inc., operating routes between New 
York and Chicago and between Chi- 
cago and Dallas; Pacific Air Transport, 
Inc., which serves almost the entire 
west coast of the country; finally 
the Varney Air Lines, Inc., operating 
between Salt Lake City, Pasco, Seattle 
and Portland. 

These lines represent more than 
6,000 miles of scheduled air service. 
They are operated day and, night, 
winter as well as summer. Fér the 
comfort of passenger well-found depots 
are maintained and the cabins of the 
planes are heated, while for safety the 
company has installed every known 
device of approved value. Airways 
are lighted, the company has some 32 
radio stations which are in constant 
touch with the machines in the air, 
while there is also a teletype circuit for 
the rapid transmission of weather re- 
ports between ground stations. 

In addition to the manufacturing 
and transportation subsidiaries, United 
Aircraft controls others which operate 
schools, promote the ex- 








who foresaw the future 
of the automobile dur- 
ing the period immedi- 
ately following the 
World War, there were 
very few who correctly 
interpreted the poten- 
tialities of today’s big 
motor company when it 
kicked around for a few 
dollars a share. A 
similar situation now ex- 
ists in regard to avia- 
tion. Should he commit 
himself to the United 
Aircraft & Transport 
Corp., it is possible that 
this company will be 
passed by some rival 
just as Continental 
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port business of planes 
and their parts, while 
yet others own and op- 
erate airports in dif- 
ferent parts of the coun- 
try. ; 
In the short time that 
United Aircraft has 
been in existence, the 
greater part of the com- 
pany’s income has been 
derived from manufac- 
turing. Of the manufac- 
turing income, the 
United States Govern- 
ment was responsible for 
some 75% in 1930 
through its purchases of 
naval and military planes 
and equipment. The 





Motors was passed by 
General Motors at the 
beginning of the auto- 
mobile era. United Aircraft, however, 
appears to be the most promising candi- 
date at the moment and for this 
reason is well worth careful con- 
sideration. 


An Integrated Company 


It is a holding company. Moreover, 
it is the chief completely integrated 
unit in the field. Operating through a 
number of subsidiaries it both builds 
and operates planes of many types, 
which gives it a stability rather ex- 
traordinary in an industry as young 
as this one. 

Among the manufacturing subsidia- 
ties, there is the Boeing Airplane Co. 
which erects a variety of mail, passen- 
ger and military planes at a plant in 
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Canadian subsidiary for the Dominion 
and other British possessions, while 
there are also licensees in Germany 
and Japan. United Aircraft controls 
the Hamilton Standard Propellor 
Corp., which is the largest manufac- 
turer of metal propellors in the coun- 
try. Last year, a controllable pitch 
propellor was devised, which, when ad- 
justed to the varying conditions of load 
and atmosphere, materially improves 
the performance of a plane. 
Representing United Aircraft @ 
Transportation Corp. in the transport 
division, there is an intermediate hold- 
ing company, United Air Lines, Inc. 
The latter controls Boeing Air Trans- 
port, Inc., carrying mail, passengers 
and express between Chicago and San 
Francisco; National Air Transport, 


Government is also an 
important customer of 
the company in another 
way. The transportation of air mail in 
1930 accounted for some 25% o 
United’s gross revenues. ; 

Among the unfavorable near-term 
features is the Government’s steady re- 
duction of air mail contracts and its 
efforts towards economy resulting in a 
curtailment of the armed forces. These 
factors will undoubtedly react adverse- 
ly upon the earnings of United Air- 
craft & Transport Corp. 


Earnings Position 


Indeed, in all probability they have 
done so already. For the first full year 
of operations, 1929, the company re 
ported a net profit of $8,956,000 after 
all charges, while for last year this item 

(Please turn to page 238) 
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Refrigeration Again 

Perhaps it is their very newness 
which makes the younger industries so 
fascinating. No one becomes very ex- 
cited over an improved method of 
manufacturing steel, for example, and 
yet reports of an improved method of 
cooling is the subject of the deepest 
interest. At any rate, refrigeration is 
adding to the favorable publicity caused 
by its phenomenally growing sales and 
earnings. Longer life and greater 
silence are making rapid progress in the 
mechanical division, while new and 
more efficient refrigerant chemicals are 
continually improving the absorption 
division. There are even rumors of 
an entirely new system, employing no 
moving parts and yet based on a dif- 


For Profit 


ferent principle to that used by Servel’s 
“Electrolux.” 

Yet another new development is an 
ingenious meter to promote sales. It 
is now possible to purchase a house- 
hold refrigerator and have it installed 
with no down payment whatsoever. 
The machine, however, is equipped 
with a meter in which 25 cents daily 
must be deposited or the current is cut 
off. Each month a collector empties 
the meter and when the total purchase 
price has been paid he removes it al- 
together and adjusts the machine to 
work in the ordinary manner. 

Incidentally, we are now entering 
the most interesting period of the year 
in regard to the market action of the 
refrigerator stocks. Usually in Decem- 


ber or January they commence to dis- 
count a popular misconception of vast- 
ly increased business during the sum- 
mer months. This results in a sharply 
rising market trend extending from 
January into April. Provided no un- 
expected outside disaster occurs which 
would make for a generally declining 
market, this characteristic action may 
be duplicated in the coming year—re- 
sulting in profit to those who have been 
farsighted enough to put themselves in 
a position to benefit by it. 


* * 


New Price Wars 


It is a curious characteristic of de- 
pression that even the inherently stable 
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Drug, Inc 
du Pont de Nemours 
General Electric 


Gold Dust Corp 


International Bus. Machines. . 
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Macy (R.H.) & Co 

Monsanto Chemical 





Penney (J.C.) 
Pennsylvania RR.. 
tor & Gamble 


Drug holding co 42,862,987 
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businesses which theoretically should 
feel the general hardship little if at all, 
in many cases threaten to bring them- 
selves to the common level by their own 
suicidal actions. For example, there is 
the dairy distributing business. It is 
among the most important divisions of 
the food industry and one would think 
that the dairy companies would suffer 
little from depression — something 
which at first was borne out in acutal- 
ity. Then came price reductions and 
rumors of cutthroat competition in 
various parts of the country. That 
the adverse developments were not en- 
tirely unfounded was confirmed by a 
drastic market break in the stocks of 
the companies concerned. The unfor- 
tunate part of the whole thing, how- 
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ever, is that no improvement is yet to 
be seen. The latest development has 
all the aspects of a price war between 
Sheffield Farms, a_ subsidiary of 
National Dairy Products, the Borden 
Co. and others, waged in the extremely 
fertile pastures of New York City. 
Until the smoke of battle clears we 
would be inclined to avoid fresh com- 
mitments in either of these companies. 


* *k * 
N. Y. Steam—Radio City 


As we recently anticipated New 
York Steam Corp. has obtained the 
contract to furnish steam to the Rock- 
fellers’ vast Radio City project and 
work on installing the mains and con- 

















nections will be commenced at once. 
To New York Steam Corp. this con- 
tract is estimated to mean some 360 
million pounds of steam annually and 
assuming that the company obtains a 
revenue about the same as last year's 
average for the new business the in- 
crease in gross revenues will be some- 
thing over $300,000. In view of the 
steady expansion being undertaken, it 
is little wonder that the company’s 
stock displays such a marked steadiness 
respite reverberating crashes in other 
sections of both the bond and stock 
markets. 

At the present time the issue is 
quoted on the New York Curb around 
$53 a share to yield almost exactly 5% 
on the regular annual $2.60 dividend. 
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The Readers’ Forum belongs to the readers of THE MAGAZINE OF WALL STREET 
and is intended exclusively to serve them in the discussion of problems of general 
This department welcomes and invites contributions from its 
readers without imposing rigid restrictions as to their choice of subject matter. Stories 
of personal experience with, or personal opinion upon, investment problems are par- 
ticularly appropriate since they often are of interest to many. The services of this 
department also are available for answering investment questions of general interest 
excluding inquiries regarding the position or prospects of individual securities. 


investment interest. 








Determining a Bank’s Condition 


Is There Any Way a Depositor Can Safeguard 


Himself? 


Editor, Readers’ Forum: Asa subscriber 
of your magazine and a constant reader 
of it for the past few years I have come 
to look to it as a guide on practically all 
financial problems. There is one particu- 
lar matter that many people are worrying 
about these days, and I am one of them. 

Can you offer any suggestions that 
would help the average person in de- 
termining the real condition of his bank? 
What can you tell from a published bank 
statement? Will it predict failure? How 
can one know ahead of time whether his 
bank is operating on a narrow margin of 
liquid assets? How can he find out 
whether the bank loans are “frozen” or 
not? What rules can be laid down for 
judging which of two banks are the safer? 

You no doubt have had these questions 
asked of you many times. However, I 
do not recall ever reading an article in 
your magazine or elsewhere clearly ex- 
plaining these points. Just at this time 
there are numerous bank failures. These 
are among large and small banks alike. 
After the crash is over it generally comes 
out that certain things were not just as 
they should be; too large a proportion of 
real estate loans or other reasons for the 
failure. But before the crash—nobody 
knows except those on the inside. 

Perhaps this is too big a problem for 
anyone to answer, but there must be some 
generalizations that would be helpful to 
investors and others at this time. 

I will greatly appreciate any informa- 
tion you can give me in a letter or refer 
me to in magasines or books or other 
sources, and if the subject seems to be of 
sufficient interest perhaps it may not be too 
much to expect an article in a forthcom- 
ing issue of THt MacGazINne or WALL 
Street.—Reid L. Kenyon. 


We appreciate your difficulty and 
admit that it is a very real and general 
one. Unfortunately, however, we must 
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also admit that we can offer you little’ 


definite in the way of help. 

Banks fail for the most part because 
they have been mismanaged and all the 
legislation and control in the world 
will not make a man a real banker if 
he refuses to learn, or is incapable of 
learning, his trade. Furthermore, an 
ordinary bank statement is almost 


worthless for telling whether or not the | 


institution is in the hands of such a 
man. This is because the statement 
omits the most vital information of all. 
Really, to give it would be impossible, 
for it would involve the detailed his- 
tory of each individual loan—whether 
or not it was backed by collateral and 
if so what would the collateral bring 
in the open market under a forced sale. 
If the loan were not backed by col- 
lateral the necessary information would 
be a recital of the borrower's private 
and business history. 

Despite this, however, we do believe 
that bank statements could be more 
detailed. They might, for example, 
give a detailed list of their security 
holdings and conservative selection of 
these might be taken to imply that an 
equal caution had been employed in 
making other commitments. Possibly 
loans might be divided into a number 
of different classes. These might in- 
clude various subdivisions of secured, 
followed by unsecured, both being fur- 
ther subdivided according to the aver- 
age amount borrowed by each member 
of the group. This would give some 


idea of the degree of diversification and 
small average borrowings would indi- 
cate that there was little danger in a 
bank being dangerously involved in the 
failure of any one man or business. 

As things stand at the moment, how- 
ever, about the only things that can 
be done towards selecting sound bank- 
ing facilities is to select the largest bank 
with which an individual can keep in 
close personal touch. Speaking very 
generally, large banks are safer than 
small ones, but funds will be safer in 
a.small watched bank than in a large 
unwatched one. By watching a bank 
is meant having among one’s personal 
acquaintances both depositors and bor: 
rowers so that indirectly an idea of the 
bank’s loaning policies may be ascer- 
tained. Furthermore, one might en- 
deavor to discover whether or not a 
bank is really neededi—one which 
serves a reasonably large population 
having reasonably large resources. If 
the bank was started by a group of 
disgruntled would-be borrowers in 
order to compete with an existing bank 
then it should be avoided. Should the 
institution depend essentially on poli: 
tics, it should be avoided also for ob 
vious reasons. 


Short-Selling 


Editor, Readers’ Forum: I am disap- 
pointed by the fact you have opened your 
columns to the subtle but misleading s0- 
called arguments of the short selling pro- 
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pagandists. Their arguments strongly favor 
short selling, but any of the many argu- 
ments against short selling are missing 
from your column. The chief argument 
used is “The opponent of short selling does 
not know, does not understand,” etc., in 
short, ignorant. We, speaking for those 
who for sound reasons are strongly op- 
posed to short selling as practiced on the 
New York and other exchanges, do not 
claim those favoring it are ignorant. They 
are shrewd business men and the fact they 
have succeeded in maintaining such an 
abominable practice on the different ex- 
changes indicates their powerful influence. 

Placing the short seller in the position 
of a benefactor to the market is too ab- 
surd for thought. They rather overdo 
their stunt. The fact is the “short seller” 
is out to make money and any advantage 
he can locate or establish is used to fur- 
ther his purpose. Instead of buying when 
honest liquidation appears he sells again 
and further accelerates the downward 
tendency in prices. They buy when some 
factor appears that is constructive and one 
likely to cause an advance. 

The figures given by Mr. Whitney can- 
not be proven or disproven by your read- 
ers, but 5% million shares thrown on a 
market (over a period of a month) already 
laboring under severe liquidation would 
cause many points decline from time to 
time. That is what we complain of. They 
operate, too, at times suitable to best ac- 
complish their desires, viz., reduce the mar- 
ket value of stocks. 

The short seller sells what he does not 
own and borrows long stock purchased for 
investment, thus frustrating the desire of 
the purchaser of the long stock. Who can 
openly defend such a practice? 

To intimate that regular business trans- 
actions of selling in autwmn and winter for 
spring delivery is similar to selling short 
is straining for an argument and almost 
too absurd to discuss. Business has to be 
done that way. Factories cannot be kept 
in operation except by such transactions. 
Any man in business regulates his pur- 
chases and sales by the requirements of 
his business from previous records and 
purchases for future delivery are necessary 
to insure him supplying his customers and 
aad operation of his plant and office 
stat, 

May I suggest to the bears to abandon 
their unworthy practice before public wrath 
forces them to do so. Many ambitious 
young men have been discouraged and 
ruined, and homes wrecked, by short sell- 
ers. Will not the Stock Exchange re- 
form itself? The theory of short selling 
is wrong and I believe immoral. I would 
like to reply to every alleged argument 
put forth by the propagandists, but such 
a letter would be rather long for the space 
you might allow me.—Reader. 


Our columns are open to both sides 
of all important financial questions. 
Moreover, we believe that the article 
you refer to was a fair summary of both 
sides of the question of short-selling 
in the stock market. Is it not strange 
that so little is said of short-covering 
when the market is advancing? The 
public is very pleased that the wicked 
bears are forced to contribute to a 
rally, but blames them for all specula- 
tive difficulties when prices decline. 
Prices have declined, in our opinion, 
for the simple reason that a public 
speculative mania carried them to 
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absurdly inflated levels in the late 
boom. All other factors of deflation 
are secondary to this. 

It need hardly be said that the fig- 
ures cited by Mr. Whitney can be ac- 
cepted as accurate. Your reference to 
5,500,000 shares of “short stock” being 
thrown on the market “over a period 
of a month” is erroneous. The figures 
given refer to the total short interest 
outstanding at a given time and give 
no indication of the space of time over 
which the sales were made. It is also 
necessary to point out that your state- 
ment that, the short seller “borrows 
long stock purchased for investment, 
thus frustrating the desire of the pur- 
chaser of the long stock” is not strictly 
accurate. In practice the source of 
borrowed stock is not investment stock 
but overwhelmingly marginal stock. If 
the speculator puts up 20 or 25% of 
the stock’s value, the broker must pro- 
vide the rest either by borrowing it 
from a bank or by lending the stock to 
a short in return for a cash loan of its 
full market value. 

We are unable to sympathize with 
the speculator who loses because of his 
own mistakes of judgment and who 
then seeks a thin excuse by vaguely 
blaming his troubles on the bears. If 
short selling had been abolished two 
years ago we doubt that this would 
have’ substantially altered the basic re- 
adjustment we have gone through. In 
every depression of our history the 
same clamor against short-selling has 
arisen, yet it has never been abolished. 
It is a practice which has developed 
naturally from the normal play of eco- 
nomic forces and has been sustained by 
decision of the highest court of this 
country. 


Why Not Use Decimals? 


Editor, Readers’ Forum: Why, with an 
excellent decimal system of currency estab- 
lished, are stock and ordinary bond quota- 
tions given in whole numbers and eighths 
(instead of tenths), U. S. Government 
bond quotations in whole numbers and 
thirty-seconds, and foreign exchange rates 
in mongrel forms such as 4.8611/32? 
Would it not be entirely practicable to use 
straight decimals, carrying out ordinary 
stock and bond quotations to one decimal 
place only, and other quotations to the ac- 
curacy required? Would not this practice 
simplify and make less expensive all rec- 
ords and computations?—Louis Elliott. 


As you suggest it would be entirely 
practicable to use decimals for stock 
and bond quotations. But it would be 
equally practicable to use them for any 
number of other things which we now 
purchase by yards and inches, pounds 
and ounces, bushels, pints and what- 
not. Of course, the change which you 
suggest would not perhaps be as radical 
as one to meters and liters, but never- 


theless it would involve some change 
and give a public, thoroughly familiar 
and satisfied with things as they are, 
a great deal of inconvenience in ad- 
justing itself to the new system. This 
would seem to be worth avoiding. 


A Proposal for Wheat 


Editor, Readers’ Forum: American 
wheat, from the nature of the business, 
should be divided into two categories, Home 
Market Wheat and Export Wheat. The 
Farm Board or other appointed agency 
should each year consider the status of the 
industry and probable yield. This could 
be done with sufficient accuracy to answer 
the purpose. Then it should estimate the 
proportion that the requirements of the 
Home Market would bear to the total pro- 
duction. 

With the approval of the President, it 
should then fix a minimum price for the 
year on Home Market Wheat, one that 
would be just to both producers and con- 
sumers. Export wheat should be left to 
be priced and sold as it is now. To illus- 
trate: the total production being estimated 
at 800 million bushels and the Home Mar- 
ket requirements at 600 million bushels, 
the proportion would be 34 Home and % 
export wheat. Suppose the minimum price 
for Home wheat has been fixed as above at 
$1.20 for No. 1 at Chicago. A wheat 
grower takes say 80 bushels to his elevator 
and receives in cash for 60 bushels, 3% of 
his load, the equivalent of $1.20 for No. 1 
Chicago. For 20 bushels, the pit price with 
adjustments for grade, which would be the 
export price, figured exactly as it is now. 
Someone objects and says, it is impossible 
to have two prices for the same thing at 
the same time. Every manufacturer who 
has both an export and a domestic market 
has two prices for the same thing at the 
same time. Wheat dealers have no diffi- 
culty in keeping different grades separate 
and export wheat would be considered the 
same as a different grade, If wheat buyers 
were bonded and it was made a statutory 
offense to sell export wheat in the domestic 
market, it would simply be a matter of 
bookkeeping. 

The Government would not suffer any 
loss whatever under this arrangement. The 
consumer would have to pay the equivalent 
of the Home Market price for his flour and 
other wheat products. The few cents ex- 
tra that it would cost the individual in 
vears of great world production only would 
be as nothing to the general prosperity that 
would ensue in having our farm popula- 
tion, the largest potential buver in the 
country, again prosperous. The present 
seems an opportune time to bring this plan 
before the public for discussion—Walter 
D. Tyler. 


Your proposal for separating wheat 
into two classes, one for the home mar- 
ket and one for the export market, 
seems to us very interesting, but we 
cannot escape an instinctive fear as to 
its practicability. From time immem- 
orial the effort of man to apply artifi- 
cial control schemes of various kinds 
to the solution of economic problems of 
supply and demand has proved a tre- 
mendous and costly failure. Whether 
the principle is wrong or merely that 


(Please turn to page 237) 
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Concrete Evidence of Improvement 
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Profits Well Maintained So Far 


EMAND for tobacco has reg- 
D istered a slight drop for all 

classes, except snuff, during the 
fall months, and at the present time 
there is no indication of phenomenal 
recovery. Cigarette withdrawals for 
domestic consumption in the first ten 
months of this year were 4% under the 
corresponding period of 1930. Snuff 
consumption has shown wide variations 
in individual months but consumption 
in the past three years has been very 
stable. Cigars have experienced the 
greatest slump in demand, a drop of 
10% occurring during the first ten 
months as contrasted with that period 
of 1930. Manufactured tobacco also 
has decreased, but at a slower rate 
—the temporary pick-up ascribed to 

(Please turn to page 236) 








COMMODITIES* 


(See footnote for Grades and Units of 
Measure) 
om 1931 ~ 
High Low Last* 


$0.015 
0.01% 
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Steers (12) 
Coffee (13) 
Rubber (14) .... 
Wool (15) 
Sugar (16) 
Paper (17) 
Lumber (18) ... 


* Dec. 7, 1931. 


(1) Sheets, Pittsburgh, cents per Ib. (2) 

Bars, Pittsburgh, cents per lb. (3) Basic 
Valley, $ per ton. (4) Electrolytic, cents 
per Ib. (5) Pig (N. Y¥.) c. per Ib. (6) 
Kan., Okla., 32-32.9 deg. $ per bbl. 
Pitts., steam mine run, $ per ton. 
Middling (Galv.), cents per lb. (9) No. 2, 
Hard, Winter (Kan. City), $ per bu. 
No. 8 Yellow (Chic.), $ per bu. (11) 
Fresh loins, 10-12 Ib. (N. Y¥.) $ per 100 Ib. 
(12) 550-700 Ib. (N. ¥.) $ per Ib. (18) 
Santos, No. 4 (N. ¥.) c. per Ib. (14) 
Smoked Sheets (N. Y.) cents per Ib. (15) 
Fine staple, clean (Boston), cents per Ib. 
(16) Cuban, raw 96 deg. deliv, (N. Y.), 
cents per lb. (17) News Rolls (N. Y.), 
$ + Ages (18) Yellow pine boards, f. o. b. 
per M. 


a 


SZSS2SRsee 
ee RK 


RK 
“Oo 
yxocecorressress 


SASSSOrSSeSSoHOCSS 
S22238 


mo 
a 
ok 




















THE TREND IN MAJOR INDUSTRIES 


STEEL—The normal year end upturn has failed to materialize and steel 


ingot production continues at 29% of theoretical plant capacity, 
unchanged from last week. Automobile demand has not held very 
well, and many lines of industry are reducing their orders to permit 
the release of better December balance sheets. Present inventory 
reductions, however, are expected to be restored in January; mean- 
while the industry is marking time. 


PETROLEUM—Oil engineers have revised downwards their earlier esti- 


mates of the potential supply in the East Texas fields, the latest 
figure indicating reserves equal to 12,600 barrels an acre. The 
Governor of Texas has again reduced the permissible flow from 125 
barrels a well to 110 barrels daily and has voiced his determination 
to reduce the output of the field as a whole to well below 400,000 
barrels a day. The question of adequate reserves has repeatedly 
been raised and the larger oil companies are quietly protecting their 
holdings for the future. 


COPPER—There has been a sudden “about-face” in the copper world, 


for the curtailment of production at last seems assured. Belgian- 
owned producers have agreed to restrict in line with the policies 
outlined at the conference at New York recently, although full 
details have not been settled. The general plan is to cut output to 
26% of world rated capacity, with smaller producers who have no 
accumulated stocks being permitted slightly larger quotas. Copper 
prices have been stimulated, domestic electrolytic delivery rising to 
6% cents a pound and export deliveries to European base ports 
selling at 7 cents, with further rises anticipated. 


AGRICULTURE—The recent sensational rise in wheat prices to over 


72 cents a bushel has collapsed, quotations for December delivery 
at Chicago receding to 52 cents a bushel. The result of the drop 
has been to wipe out millions of dollars of potential increased farm 
purchasing power. The Farm Board this week has been subject to 
severe Senatorial investigation, and as it is unlikely that stabilization 
will be continued, the Farm Bloc is turning to other plans, among 
which is the once defeated farm commodity debenture scheme. 


- BITUMINOUS COAL—Bituminous coal production for this year to 


November 14 amounted to 333 million tons, compared with 402 
million last year, a decline of 17%. The trend by weeks this year 
has shown a tendency to decline, so that by the end of 1931 the 
decrease, measured in percentages, may be greater. Prices are at 
the lows for the year, bituminous at the mine, Pittsburgh district, 
steam run, selling at only $1.40 a ton. The consequence of a re- 
duced volume that has to be marketed at lower prices is drastically 
lower earnings for the soft coal companies. 


PAPER—Newsprint operations in the United States and Canada were 


at the rate of only 56% of capacity throughout the month of 
November. The difficulty of making sales had led certain Canadian 
firms to reduce the price of news rolls from $57 a ton to $53, while 
the excess plant capacity has hastened negotiations towards a large 
combine. Whether the industry will soon improve depends upon 
publishing gains, which at this time appear remote. 
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Answers to Inquiries 








Our Personal Service Department is prepared to offer advice on any security in which you may be 


interested or on the standing and reliability of your broker. 


This service in conjunction with your sub- 


scription should represent thousands of dollars in value to you. It is subject only to the following conditions: 


1. Be brief. 


2. Confine your requests to three securities only. 
3. Write name and address plainly. 
Special rates upon request to those requiring additional service. 








ALLIS-CHALMERS MFG. CO. 


I have 225 shares of Allis Chalmers 
Manufacturing Co. that average me about 
$51 a share, some of which I purchased in 
1929 and the rest in 1930. Now being ona 
$1 dividend basis, my return is very small, 
Do you think the $1 dividend will be main- 
tained? I would like your advice as to the 
advisability of taking my loss and switch- 
ing to some other stock—R, J. D., Hart- 
ford, Conn. 


Allis‘Chalmers Manufacturing Co. 
has constantly broadened its scope of 
operations, and at present, manufac- 
tures a diversified line of power, elec- 
trical and industrial machinery. Dur- 
ing the current year, the company ac- 
quired the business of Advance- 
Rumely, and the electrical division of 
American-Brown-Boveri Corp. The 
company’s products consist of gen- 
erators, transformers, hydraulic and 
steam turbines, mining and cement ma- 
chinery, pumps, and farm and indus- 
trial tractors. Obviously, in reflection 
of sharply curtailed industrial activity, 
earnings of the company have declined 
from those levels reported a year ago, 
but in view of the diversification of 
the company’s output, it should be 
among the first to reflect general busi- 
ness and industrial improvement. Net 
income of Allis‘Chalmers for the nine 
months ended September 30, last, 
amounted to $1,212,773, or 89 cents a 
common share, as compared with net 
of $3,034,522 or $2.41 a share for the 
corresponding months of 1930 on a 
slightly smaller capitalization. In re- 
flection of the sharp reduction in earn- 
ings, directors of the company recently 
reduced the annual rate of dividend 
payments to $1 a share. Although 
earnings during the final three months 


of the year will add little to those re- 
ported in the first three quarters, full 
1931 income should exceed present 
dividend requirements by a comfort- 
able margin. When consideration is 
given to the company’s leading position 
in its field, capable management, and 
strong financial condition, we see little 
cause for concern regarding the ability 
of the enterprise to successfully 
weather the present depression. We 
therefore feel that liquidation of pres- 
ent holdings at current deflated levels 
is unwarranted and advise against such 
action. 


BALDWIN LOCOMOTIVE 
WORKS 


I have become discouraged with the mar- 
ket action of Baldwin Locomotive common. 
Will you tell me what the future is for this 
company? Shall I hold my stock, which 
cost me substantially more than the present 


prices?—E. H. M., Scranton, Pa. 


In common with practically all rail- 
road equipment manufacturers, Bald- 
win Locomotive Works is suffering 
from a dearth of buying on the part of 
the railroads. Moreover, present in- 
dications are that volume of locomotive 
replacements is likely to remain at a 
low level for some time to come, while 
keen competitive bidding for the little 
new business that may be forthcom- 
ing during the medium term, at least, 
is likely to allow but narrow profits on 
unit sales. Baldwin Locomotive in the 
more recent past has diversified opera- 
tions, and as time progresses no doubt 
will become less dependent on the loco- 
motive division for its revenues. Never- 
theless, the resumption of satisfactory 


profitable operations must necessarily 
await general industrial recovery, 
which, at the moment, is not an early 
prospect. During the initial half of 
the current year, the company reported 
a deficit of $1,755,536 in contrast with 
net income of $1.31 a common share, 
after preferred dividend requirements, 
for the first six months of last year. 
Rigid economies have been effected by 
the management, but lack of substan: 
tial new business during the final half 
of the year will add materially to the 
losses incurred earlier in the year. 
Thus, ‘in order to preserve a satisfac: 
tory current financial position, directors 
of the company recently voted to omit 
preferred dividends due at this time. 
While little in the way of price ap 
preciation can be expected for Baldwin 
common during the early future, inas 
much as current prices discount exist’ 
ing conditions, retention of commit: 
ments made at higher levels is advis 
able, as opposed to a sacrifice sale at 
this time. 


CURTISS-WRIGHT CORP. 


I have learned that Curtiss-Wright has 
discontinued operations of its unprofitable 
units. In the light of this news, and be- 
cause of the company’s position in the 
aviation industry, I am contemplating pur- 
chase of the common stock, as a Tong pull 
speculation. Will you give your ideas 
relative to the advisability of such a com- 
mitment?—A. F. G., Syracuse, N. Y. 


In direct reflection of waning en 
thusiasm in aeronautics by the general 
public, as well as the declining demand 
of aircraft for commercial purposes, 1n 
evidence during the past two years, the 
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aviation industry has been faced with 
the necessity of material retrenchment. 
The industry, at the moment, is being 
more or less supported by Government 
orders; which source is likely to prove 
less lucrative in the future, because of 
reduced appropriations. In other words, 
aviation is now .going through a 
period of “the survival of the fittest,” 
and only the strongest of enterprises 
can hope to withstand the strain. Even 
in these few instances, recovery is likely 
to be retarded for some time to come. 
Realizing the importance of the trend, 
Curtiss‘ Wright Corp., in the more re- 
cent past, has been concentrating its 
efforts in the more profitable divisions 
of the industry, eliminating, where ad- 
visable, those units largely responsible 
for rather unimpressive showing of the 
company since inception. This plan 
has already proven fruitful, as testified 
by the earnings report for the first nine 
months of the current year. A loss of 
$2,139,388 was incurred during this 
period, as compared with a deficit of 
$7,159,255 registered in the corre- 
sponding 1930 interval. Nevertheless, 
the establishment of satisfactory profits 
from operations must necessarily await 
a materially improved tone in the avia- 
tion industry generally, which factor 
we regard as remote. Although Curtiss- 
Wright enjoys a leading position in the 
field, in the light of the foregoing, we 
see little incentive to purchase the com- 
mon shares, and advise against repre- 
sentation in the issue. 


DRUG, INC. 


As one of your new subscribers, would 
you advise me to average on 200 shares 
of Drug, Inc. bought in 1929 at about 91. 
In view of the exceptional way in which 
earnings have held up, it certainly seems 
to me that this stock can easily approach 
its 1929 high with any improvement in the 
general business outlook. It is already up 
from its October low and I would appreci- 
ate your unbiased opinion of the investment 
outlook for this company—E. M, F., 
Denver, Colo. 


Drug, Inc., through subsidiaries, is 
engaged in the manufacture and sale 
(wholesale and retail) of a general line 
of proprietary medicines and _ toilet 
preparations. The retail division of the 
company’s business is handled directly 
through Louis K. Liggett Co., operat- 
ing approximately 700 Liggett drug 
stores, as well as through 11,000 Rexall 
stores. Foreign distribution is accom- 
plished through the Liggett stores in 
Canada, and the Boots drug stores in 
England. The fact that Drug, Inc., 
has a subsidiary operating in England 
has caused some concern on the part 
of the investing public in reflection of 
the depreciation of pound sterling. 

ile, obviously, revenues received by 
Drug, Inc., in the form of dividends 
from its English subsidiary will reflect 
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this unfavorable development, the 
anxiety relative to this factor, in our 
opinion, has been somewhat exag- 
gerated. Earnings of Drug, Inc., have 
shown remarkable stability during the 
present depression, as evidenced by re- 
sults accomplished during the past year 
and a half. For the calendar year of 
1930, net income equalled $6.03 a com- 
mon share as compared with $6.35 a 
share reported for the preceding year 
on a smaller capitalization. Despite 
generally unfavorable business condi- 
tions prevailing during the initial half 
of the current year, net income 
amounted to $3.04 a share as against 
$3.01 for the corresponding interval 
of last year. Moreover, present in- 
dications are that full 1931 returns will 
exceed those registered in 1930, thus 
covering present annual dividend of $4 
a share by a wide margin. We main- 
tain a constructive attitude toward the 
shares, and believe that averaging on 
any downswing of the market is justi- 
fied for long term holding. 


GENERAL MILLS, INC. 


Will you kindly give me your opinion of 
General Mills, Inc. I have 175 shares at 
an average cost of $45. The poor showing 
of this stock marketwise has been very 
disappointing to me, especially in view of 
the greater stability of wheat prices. Is it 
wise to continue holding? A. J. G., 
Detroit, Mich. 


Strange as it may seem, General 
Mills, Inc., is little affected by fluctua- 
tions of wheat prices, since purchases 
of this commodity are “hedged” by 
sales. In other words, for every bushel 
of wheat purchased during the course 
of a business day, a like amount is sold, 
thus nullifying any gain or loss in value 
that may be witnessed during the 
period. In this manner, inventory ad- 
justments are reduced to the minimum. 
The efficacy of “hedging” is evidenced 
by the earnings report for the last fiscal 
year, a period marked by sharp declines 
in commodity prices. Net income for 
the twelve months ended May 31, 
1931, amounted to $3,869,665, equal, 
after allowing for dividends on the 6% 
preferred stock, to $3.71 a common 
share, as compared with per share earn- 
ings of $4.83 reported for the preced- 
ing fiscal year. Furthermore, financial 
position was improved during the year, 
with current assets equalling almost six 
times current liabilities, while cash 
alone amounted to more than twice 
total current liabilities. No interim 
earnings statements are reported by the 
company; but present indications are 
that full 1931-1932 fiscal year results 
will closely approximate those of last 
year. General Mills is the largest flour 
milling unit in the world; -daily 
capacity of its strategically located 
plants aggregates. 85,650 -barrels of 


flour. In addition to the world famous 
“Gold Medal” flour, the company’s 
products include cereals, pancake and 
cake flour, poultry feed and specialties. 
Although little in the way of price 
appreciation for General Mills common 
is anticipated during the early future, 
present holdings should be retained 
with a view toward longer term de- 
velopments. 


OTIS ELEVATOR CO. 


I note that earnings for Otis Elevator 
Co. declined for the third quarter. Do 
you think any improvement will be shown 
jor the fourth quarter? If not, what is 
your opinion as to the prospects of a divi- 
dend adjustment? Is the service and re- 
placement business holding up to expecta- 
tions? Do you advise me to continue hold- 
ing 150 shares purchased at about $40 a 
share?—M. M. K., New York, N. Y. 


During the present period of uni- 
versal economic unsettlement, retrench- 
ment rather than expansion of industry 
is taking place. Thus, we find an ex- 
cess of space in practically all fields, 
and a curtailment of building to a com- 
paratively negligible volume. It is not 
surprising therefore, to find a slacken- 
ing in demand for building materials 
and equipment with correspondingly 
reduced profits for enterprises engaged 
in that line. On the contrary, con- 
sidering the fact that the various real 
estate “booms” have long since been 
shattered, the surprising element is that 
the earnings decline of Otis Elevator 
Co., prior to the third quarter of the 
current year has been less rapid and 
pronounced than the downward trend 
of building construction generally. No 
doubt, the replacement and service 
business has been the easing influence 
in the recession. With new construc- 
tion at close to a standstill, Otis Ele- 
vator will have to rely on these depart- 
ments almost entirely for its revenues, 
until improvement in the building in- 
dustry is in evidence. However, in 
view of the company’s leading position 
in the elevator world, it should be 
among the first to reflect any recovery 
of building construction. Net income 
for the first nine months of the current 
year‘ equalled $1.87 a common share, 
after preferred dividends, as compared 
with $2.46 a share for the correspond- 
ing period of last year. Financial con- 
dition as of June 30, last, was strong; 
current assets amounted to approxi- 
mately $27,800,000 including cash and 
Government securities of $14,760,000 
against current liabilities of $2,850,- 
000. Although full 1931 returns may 
not cover the annual dividend require- 
ments of $2.50 a share on the common 
stock, we do not anticipate any re- 
vision in the rate during the early fu- 
ture, at least. We therefore sce no 
need for disposal of commitments made 
at higher levels; but, on the other hand, 
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caution against hasty purchases during 
current market unsettlement. 


GOLD DUST CORP. 


Earlier in the depression when so many 
other stocks were declining Gold Dust 
showed excellent resistance to the general 
trend. Then it dropped and has since stuck 
close to its 1931 low. Can you explain the 
reason for the present market weakness? 
Is there any doubt as to the dividend? 
I have 210 shares at an average cost of 45. 
Do you believe it the better policy to 
continue holding?—V. M. O., Dayton, 


Ohio. 

“Gold Dust” washing powder, 
Fairy” soap, “Shinola”-“Two-in-One” 
shoe polish, “Hecker’s Farina,” “Force,” 
““Nucoa,” “Thousand Islands” dressing 
are just a few of the trade-marked 
articles produced by Gold Dust Corp. 
The scope of the company’s operations 
can well be seen from the foregoing 
diversified line of products. The pres- 
ent Gold Dust Corp. came into ex- 
istence in 1928 as the successor to and 
the result of a consolidation of the 
former Gold Dust Co., American Lin- 
seed Co., Standard Milling Co. and 
S. S. Dailey Co. No interim earnings 
reports are published by the company, 
but operations are reported to have 
been adversely affected by a sharp de- 
cline in sales of ““Nucoa” nut better, in 
reflection of the low prices for butter. 
Moreover, increasing competition with 
other well known brands of food prod- 
ucts, as well as lower commodity prices 
during the more recent past, no doubt 
have contributed to lower earnings dur- 
ing the current year. Latest reports 
indicate that full 1931 income, before 
inventory adjustments, will approxi- 
mate current dividend requirements of 
$2.50 a share on the common stock. 
However, in view of the company’s 
strong financial condition, no adverse 
dividend action is anticipated during 
the early future. Under the circum- 
stances, therefore, the need for disposal 
of commitments made at higher levels 
is not apparent, and we believe that the 
exercising of patience on the part of 
present shareholders should prove profi- 
table over a reasonable period of time. 


TEXAS GULF SULPHUR CO. 


Do you think that a cut in the price of 
Sulphur is probable? How would this 
affect earnings of Texas Gulf Sulphur Co.? 
I note earnings for the first 9 months are 
somewhat down, and I would appreciate 
your opinion as to the prospects for this 
company. I have 100 shares that cost me 
about 45. Do you advise me to continue 
holding?—F. J. J., Boston, Mass. 


During the past several years, Texas 
Gulf Sulphur Co. has been accumulat- 


ing substantial reserves above the 
ground, and, in anticipation of a sul- 
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phur tax by the Texas legislature, effec- 
tive September 1, last, considerable ad- 
ditions to these reserves were made 
during the current year. Latest re- 
ports indicate that the company’s sup- 
ply of sulphur above the ground (2,- 
000,000 tons) is sufficient to fulfill re- 
quirements for the next two years. 
Thus, during this period, production 
costs will be reduced materially by 
drawing on the reserves more freely. 
Moreover, the financial condition of 
Texas Gulf will be improved, since by 
liquidating inventories, cash reserves 
will be enhanced. Reflecting, to some 
extent, economies in operation through 
the foregoing plan, but to a greater de- 
gree increased shipments, the com- 
pany’s profits for the third quarter 
amounted to 91 cents a common share, 
as compared with 76 cents a share in 
the preceding three months. Net in- 
come for the nine months ended Sep- 
tember 30, last, amounted to $6,704,- 
091 before depletion, or $2.64 a share, 
against $10,793,799 or $4.25 a share 
for the like 1930 period. A change in 
the price structure of sulphur is not 
anticipated during the early future, at 
least, and full 1931 earnings should 
cover current annual dividend require- 
ments by a comfortable margin. Thus, 
the need for disposal of present hold- 
ings of the shares is not apparent at 
this writing. On the other hand, long 
term outlook for Texas Gulf is clouded 
by the increasing dependence of the 
company on leased properties for its 
supply, thereby materially reducing 
profits. For this reason, we counsel 
against making additional commit- 
ments. 


GOODYEAR TIRE & RUBBER CoO. 


Will you give me your opinion as to the 
outlook for Goodyear Tire & Rubber Co.? 
I would especially like your judgment as to 
the probabilities of any dividend changes. 
1 have 100 shares that cost me around 40 
in 1930.—H. D. O., Flint, Mich. 


The rubber industry has been suffer- 
ing from an over-produced status for 
some time past, with the result that 
practically all companies in this field 
have been hard pressed in making any- 
thing like a favorable earning showing. 
Moreover, in view of the downward 
trend of automobile production during 
the current year, only the strongest of 
units can be reasonably expected to re- 
port profits from operations for the full 
year. Such is the position of Good- 
year Tire & Rubber Co., the largest 
rubber manufacturer in the world. For 
the initial half of 1931, Goodyear re- 
ported net income of $4,221,770 or 
$1.06 per share of common stock, after 
preferred dividends. This compared 
with net of $5,592,309 or $2.02 a share 
for the first six months of 1930. Re- 


placement business thus far during the 
final half has been somewhat disap. 
pointing, while demand for new equip. 
ment, from automobile manufacturers, 
has failed to materialize in the volume 
earlier anticipated. Moreover, a fur 
ther reduction in tire prices recently 
has been announced. Consequently, 
full 1931 returns are likely to fall short 
of current annual dividend require- 
ments of $3 a share by a substantial 
margin. However, the financial condi- 
tion of Goodyear is strong; cash and 
Government securities alone, on June 
30, last, exceeded $32,700,000 against 
current liabilities of less than $14,600,- 
000, while the ratio of total current as- 
sets to current liabilities stood at 6.9 to 
1. Under the circumstances, therefore, 
we do not anticipate any immediate 
unfavorable dividend action. In our 
opinion, current quotations for Good- 
year common discount the most un- 
favorable factors of the situation as we 
see it at the present time, and we be- 
lieve your present position in the shares 
should be maintained as a long term 
speculation. 


JEWEL TEA CO. 


Will you kindly give me your opinion 
as to the investment outlook of Jewel Tea 
Co.? I have 100 shares purchased at 53 in 
1930. Do you advise me to continue 
holding?—D. J. A., Butte, Mont. 


The recent declaration of an extra 
dividend of 50 cents a share by Jewel 
Tea Co. fairly well indicates the cur- 
rent level of earnings, as well as the 
confidence of the management in future 
prospects. This-action, in the face of 
lower dollar sales volume for the 44 
weeks ended October 31, last, is cer- 
tainly gratifying and reflects the ability 
of the management to maintain profits 
at a satisfactory level against a declin- 
ing trend of sales. During the initial 
28 weeks of 1931, net profits of Jewel 
Tea amounted to $786,219, equivalent 
to $2.81 common share, as compared 
with $887,622 or $3.17 a share for the 
corresponding interval of last year. 
While we do not anticipate full 1931 
returns equal to those of $6.09 a share 
reported for the calendar year of 1930, 
earnings will provide ample coverage 
for curreat annual dividend require- 
ments of $4 a share, as well as the re’ 
cently declared extra distribution. 
Despite general business curtailment, 
Jewel Tea Co. has continued its expan 
sion program, and as of October 31, 
last, operated 1,308 sale routes, against 
1,240, a year earlier. Of first impor 
tance in the company’s operations is 
its retail distribution of groceries, many 
of which are produced in its own plants 
and sold under the trade name of 
“Jewel.” The reductions in commodity 

(Please turn to page 229) 
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What Every Investor Wants To 
Know About Market Cycles 


By CHARLES BENEDICT 


A clear and simple explanation of 
the three phases of major stock price 
movements in the inimitable logic and 
simplicity of style of this writer. Mr. 
Benedict analyzes in detail each phase 
of the market; the indicators that point 
to a definite upturn after the “Bear” 
market has run its course and indicate 
the buying points; the time when real 
investment opportunities are to be had, 

d stay out of the market. 

a vitally important study of 

ecurity market and is so full of 
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Income and Profit Building 
By JoHN DuRAND 


This most popular investiuent writer 
of THE MAGAZINE OF WALL STREET 
writes from the angle of the current 
market and from the point of view of 
the investor. It is for those who desire 
to avoid speculative risks and buy only 
sound securities at prices low enough 
to make a real profit and at the same 
time earn a substantial return. In 
this Brochure he devotes special em- 
phasis to sound low-priced issues for 
outstanding profits. The rules set 
forth by Mr. Durand will be a most 
valuable guide in the safe and profit- 
able investing of your funds, especially 
under the new market conditions. 


Component Parts of 
A Successful 
Financial Education 


Written simply and clearly in every 
day business English by The Magazine 
of Wall Street’s three best known 
writers— 


Charles Benedict 


Eeonomist — whose interpretation 
of and conclusions on world wide 
ic devel are quoted 





from coast to coast. 


John Durand 


Author of The Business 
of Trading in Stocks and 
many other investment 
and trading books. 


A. T. Miller 


The aceuracy of his 
market forecasts 
since the timely 
warning of Septem- 
ber 21st, 1929, has 
been outstanding. 


Principles of Successful Stock 
Speculation 


By A. T. MILLER 
You all know A. T. Miller, the man 


who has made such an outstanding suc- 
cess in writing the Market Outlook 
for THE MAGAZINE OF WALL STREET 
these past two years and whose judg- 
ment has been consistently accurate. 
Mr. Miller points out fundamental 
principles, based on commonsense, 
which is the only sound method of 
speculation in any market, particularly 
so at this time. Only those who un- 
derstand these principles can afford to 
take a greater risk in order to make 
proportionately larger profits. You will 
find his ideas and methods of real help. 


Superior Knowledge is the Basis of All Success 


These brochures written by three experts on our staff whose work has attracted national attention 
these past two years is our contribution to help the businessman-investor at this time. 
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prices have been passed on to the con- 
sumer, with the result that sales ton- 
nage has been well maintained. Finan- 
cial position as of July 11, last, was 
entirely satisfactory, with the ratio of 
total current assets to current liabilities 
exceeding 4 to 1, while cash and mar- 
ketable securities alone amounted to 
more than $3 for each $1 of current 
liabilities. Inventories were carried at 
lower of cost or market, and were not 
burdensome. We see little cause for 
concern relative to present holdings, 
and advise against sacrificing at current 
prices. 








New Conditions Face Farm 
Equipment Industries 
(Continued from page 215) 








ture, International Harvester is the 
only one which has maintained until 
now the regular dividend rate which 
existed in 1929. Even this, however, 
cannot be considered absolutely safe, 
for it is generally believed that earn- 
ings for the current year will fail to 
cover the disbursement by some 50 
cents and regardless of how strong 
financially a company may be an un- 
earned dividend is always a matter of 
at least some doubt. 

Despite the present poor showing of 
the agricultural equipments and ad- 
mittedly uncertain future, the situation 
is not entirely devoid of favorable as- 
pects. In addition to the commodity 
price stability which has already been 
mentioned, there are others. Is it not 
reasonable to suppose that farmers con- 
fronted with an unprofitable price for 
their products will make every effort 
to reduce their costs in turn? While 
many now lack the money to purchase 
the labor-saving equipment which they 
% badly need, there will be others with 
some capital and these may be forced 
to utilize it in order to survive. This 
might quite easily prove a factor in 
the future resulting in a prosperity, 
now generally unexpected, for the 
makers of such machinery. 

Furthermore, it must be remembered 
that if the current business of the agri- 
cultural equipment companies is poor, 
their securities certainly discount much, 
possibly all of it, at present prices. 
Some idea of the extent of the deflation 
can be obtained from the fact that the 
common stock of International Har- 

(Please turn to page 233) 
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Financial independence can be 
attained by thrift and wise in- 
vesting. 

An easy and convenient plan is 
to purchase a few shares of 
seasoned investment issues 
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surplus funds. 

Our “Odd Lot Trading” book- 
let explains clearly how you 
can start on your way to inde- 
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100 Share Lots 


JohnMuir&.@ 


Members 
New York Stock Exchange 


39 Broadway New York 


Branch Offices 
11 W. 42d St. 41 E. 42d St. 


New York Stock Exchange 


1981 Last Div 

~ Sale $ Per 

12/8/81 Share 
10 





Canadian Pacific 
Chesapeake & yt 




















aS 
'N ‘HE HEART OF HE 
i1FTH AVENUE HO cv 
CENTER 


Near the Theatres Near the Shops 
Econemy Rates 


FOR ONE PERSON 
(Double Bed) (Twin Beds) 


10-84 85-86 
FOR TWO PERSONS 
Only$1Additional,anyRoom 


SUITES, Parlor, Bedroom and Bath 
(One or two Persons) $9, $10, $12 
801 ROOMS. Each with private bath 


(tub and shower)circulating icewater 
—mirrored doors. 








NEW YORK CITY 


Frank Gregson, Mgr. J. Leslie Kincaid, Pres, 
Direction of American Hotels Corporation 








~ Associated Telephone 
and Telegraph Company 


100 West Monroe Street 
Chicago, Illinois 
DIVIDEND NOTICE 
The Board of Directors of Asso- 
ciated Telephone and Telegraph 
Company has declared the regular 
dividend of $1.75 per share on the 
7% First Preferred stock; $1.50 
per share on the Six Dollar First 
Preferred stock; $1.00 per share on 
the $4.00 Preference stock; and 
$1.00 per share and an additional 
and participating dividend of 60c 
per share on the Class A stock for 
the quarter ending December 31, 
1931, payable January 1, 1932, to 
stockholders of record at the close 
of. business December 17th, 1931. 
" R, J. MUNRO, Secretary. 
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yvester which sold as high as 142 in 
1929 is now quoted around 28. Simi- 
larly, Case is off from a high of around 
360, taking into consideration an issue 
of rights, to about 40, and Deere has 
declined from a high of 127 to a pres- 
ent price of about 13. 

Such quotations apparently visualize 
a future almost devoid of hope. They 
seem to prophesy that the farmers’ 
purchasing power will never return, 
that the export trade is lost forever and 
that the admittedly large receivables 
and inventories of the companies con- 
cerned are harbingers of a rapidly ap- 
proaching catastrophe. But these quo- 
tations must be recognized as part of 
a bear market. Furthermore, the in- 
dustry is an essential one. Many of 
the companies have been through de- 
pressions before and survived and at 
the present time they still have enough 
fat from the good years to resist worse 
than has already befallen. 

The immediate prospect is admittedly 
not rosy, but gradual improvement is 
in sight. On a basis of doing only a 
normal domestic business, leading com- 
panies are worth more than current 
market appraisals would indicate and 
no present holders of securities in the 
financially strong corporations in the 


industry should think of sacrificing. 
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Is Telephone’s Popularity 
With Investors Deserved? 
(Continued from page 213) 








provement in the operating efficiency 
of the system, but has enabled the com- 
pany to open up important new lines 
of endeavor. For instance, the im- 
provement of long distance telephonic 
communication apparatus has meant 
the broadening into a vast field of a 
formerly restricted activity. Several 
reductions in long distance telephone 
rates in the past few years have resulted 
in much greater use of such facilities 
by business. 

Through Western Electric’s wholly 
owned subsidiary, Electric Research 
Products, Inc., many inventions are 
developed. An important role is 
played in the motion picture field 
through its development of sound syn- 
chronization apparatus for use in the 
production of talking pictures, the 
major portion of such equipment now 
being made under its patents. Tele- 
type Corp. was acquired in 1930 and 
Operates as a subsidiary of Western 
Electric. This company manufactures 
machines for sending and receiving 
typewritten messages by wire, a de- 
velopment which promises to become 


“Make it better’ 





A SAFEGUARD to investors 
in Bell- System securities is the 
continual effort of the tele- 
phone personnel to ‘‘make it 
better’, to test and improve 
every piece of apparatus and 
every step in manufacture and 
operation. 

This wholesome attitude of 
self-criticism has resulted in 
equipment which gives maxi- 
mum efficiency and yet is 
produced and maintained at 
minimum cost. 

In the business of telephony, 
where service must be imme- 
diate, smooth functioning of 









the plant is unusually impor- 
tant. It has proved a contribu- 
ting factor in the Bell System’s 
growth. As people have learned 
how dependable and conven- 
ient the telephone is, they 
have used it more and more. 

To meet and to keep ahead 
of constantly growing demand, 
this System has built a plant 
whose book value is more than 
$4,000,000,000, of which the 
funded debt is only about one- 
fourth. 

May we send you a copy of 
our booklet, ‘‘ Bell Telephone 
Securities”? ? 


BELL TELEPHONE 
SECURITIES CO. Inc. 


195 Broadway, New York City 
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MARKET STATISTICS 








N. Y. Times 
N. ¥. Times -—Dow, Jones Avgs.— 7——50 Stocks——, 
40 Bonds 30 Indus. 20 Rails High Low Sales 

Monday, November 23......... 71.09 96.60 43.62 86.74 83.82 1,349,146 
Tuesday, November 24......... 70.93 98.61 43.92 87.75 85.06 1,246,781 
Wednesday, November 25...... 70.44 94.15 42.04 86.54 82.73 1,496,196 
Thursday, November 26......:. HOLIDAY—EXCHANGE CLOSED 
Friday, November 27.......... 69.87 91,55 40.11 82.70 80.06 1,824,885 
Saturday, November 28........ 69.49 90.02 38.96 81.10 78.82 931,600 
Monday, November 30......... 69.49 93.87 40.84 84.42 79.16 2,002,509 
Tuesday, December 1.......... 69.23 91.77 40.89 83,42 78.55 2,033,234 
Wednesday, December 2....... 67.63 87.90 $8.25 83.32 78.11 1,886,508 
Thursday, December 3......... 67.31 89.70 89.65 81.37 77.63 1,800,834 
Friday, December 4........... 67.15 86.76 38.58 82.70 17.52 1,919,229 
Saturday, December 5......... 67.17 90.14 40,37 82.68 79.00 872,400 
RNR EU RT 
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tion. It is this service which is giving 
rise to the sharp competitive struggle 
between A. T. & T. and the telegraph 
companies. Both Western Union and 
the Postal company are expected to 
wage the keenest form of competitive 
warfare with the telephone company 
to prevent this encroachment in what 
they consider the telegraph field. This 
struggle will go on despite the fact that 
A. T. & T. also has contracts with 
Western Union Telegraph Co. and 
with Postal Telegraph-Cable Co., cov- 
ering the sending of telegraph messages 
simultaneously with telephone com- 
munications over telephone wires; as 
well as the use of apparatus developed 
by Bell Telephone Laboratories for 
sending an increased number of mes- 
sages simultaneously over telegraph 
wires and making available to the tele- 
graph companies the Bell telephoto 
service. 


Revenues in Depression 


The revenues of A. T. & T. are 
derived from dividends paid on the 
stock of its subsidiaries, in 1930 
amounting to 50% of the total reve- 
nues; from operations of long distance 
lines, producing 40% of the revenues; 
and from interest on money loaned to 
subsidiaries, amounting to 10% in 
1930. The omission of the Western 
Electric dividend in 1931 will mean a 
loss of $17,701,480 annually to the 
parent company, but operations of the 
former company are again reported on 
a profitable basis. 

Interim reports of the subsidiary op- 
erating companies are not available, 
but gross receipts in many cases are 
probably showing a slow decline in 
common with the receipts from long 
distance business reported by the 
parent company which for the first 
eight months are about 3.2% lower 
than for the corresponding period of 
1930. Material savings, however, have 
been effected by all of the operating 
properties so that regardless of lower 
gross, aggregate net earnings are prob- 
ably above those of last year. The 
parent company, for instance, reports 
an increase of 4.2% in net on its toll 
business. 

The A. T. & T. reports gross earn- 
ing of $219,100,177 for the first nine 
months of 1931, against $217,713,601 
for the nine months of 1930. Net in- 
come available for the common stock 
was $128,456,315, against $123,450,- 
183 for the preceding year. Because 
of a larger average number of shares 
outstanding in 1931, per share earnings 
were lower, equivalent to $7 a share 
on 18,345,713 average number of 
shares for the nine months ended Sep- 
tember 30, 1931, against $8.13 a share 
on 15,184,389 average number of 
shares outstanding for the September 
30, 1930, period. Earnings for the full 
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year 1931 will approximate $9.05 a 
share, against $10.44 a share earned in 
the full year 1930. The dividend 
therefore, will just about be covered. 

An important factor in connection 
with earnings is the extreme conserva- 
tiveness of the management concerning 
maintenance and depreciation. In 
1930, $373,459,217 was deducted for 
these items, equal to about 34% of the 
gross revenues. This is almost $21 a 
share on the parent company stock. 

At current price levels of about 125, 
the stock yields 7.2% and even if a 
reduction were made to $8 the yield 
would still be 6.4%. In the past this 
dividend income has been augmented 
by the issuance of valuable rights to 
the stockholders from time to time, 
generally at two-year intervals, for 
funds to finance the expansion of the 
system. The value of these rights has 
averaged in the past ten years about 
$5.50 a share on the common stock. 
The system is at present capable of 
taking care of normal expansion for 
several years ahead so that no new 
funds need be raised, at least during 
the next year. 

Despite the sharp drop in market 
price over the past two years, A. T. & 
T. common is still to be considered of 
investment caliber, and is most cer- 
tainly entitled to sell at substantially 
better levels than those currently pre- 
vailing and is therefore entitled to con- 
sideration by even the conservative in- 
vestor from the standpoint of income 
and moderate enhancement in value. 








More Traffic—More Earnings 
(Continued from page 209) 








profits for their stockholders, in spite 
of competition old and new. (3) They 
are still carrying about 90% of the 


freight traffic of this country. The 


passenger business has slipped away to 
an alarming extent, more than 50% 
in many cases, compared with 1920. 

Keep this constantly in mind. What 
railroads need most is more trafic and 
more earnings rather than remedial 
measures and even legislation. They 
can make a good showing if given a 
fair chance, and when general business 
improves they will get it. 

Now for two other matters about 
which owners of railroad stocks have 
heard much in recent weeks—increases 
in freight rates and reductions in 
wages. It must be understood that 
what has been done so far with re- 
spect to both of these matters has been 
purely of a remedial and temporary 
nature. In neither instance has it rep- 
resented a comprehensive readjustment 
for an indefinite time. 

Briefly, here is what has happened. 


Because of the continued slump in the 
volume of traffic the railroads applied 
last summer for an increase of 15% 
on all classes of freight. This was de. 
nied by the Commission but it sug. 
gested flat increases per car on certain 
commodities. The proceeds were to be 
pooled and used, as far as needed, to 
make up deficits on the fixed charges 
of the weaker roads, the balance was 
to be returned on a pro rata basis, at 
more or less regular intervals, to the 
contributing lines. The plan was to be 
in effect until March 1, 1933, unless 
an extension should prove necessary. 
The Commission estimated that the in- 
creases in rates would yield the rail- 
roads about $125,000,000 additional 
gross earnings a year. 

The Commission required the rail- 
roads to work out a definite plan for 
putting its suggestions into effect. Such 
a plan was lodged with that body re 
cently and a hearing held on Novem. 
ber 28. The principal point of dif- 
ference between the suggestions of the 
Commission and those of the railroads 
was that the money turned into the 
pool should be loaned—not given—to 
the weaker roads. 

The decision of the Commission, 
handed down December 7, neither for- 
mally approves or disapproves the rail- 
roads’ plan, but permits the carriers to 
put it into effect. They can charge the 
increased freight rates on a tonnage in- 
stead of per-car basis, pool the pro- 
ceeds, and will be expected, though not 
required, to use the proceeds, as far as 
necessary, to help the weaker lines with 
their fixed charges. No effective date 
is named for the increased rates, but 
the roads are now permitted to file their 
new tariffs. The decision is better than 
expected and is important to the strong 
as well as the weak lines. 


As to reductions in wages. Some of 
the large systems in both the East and 
the West have asked their organized 
employees to take voluntarily a reduc- 
tion of 10% for one year, as a step to 
meet the present emergency. This re- 
quest is likely to be made by the rail- 
roads generally very soon. The alter- 
native will be to give the regular 30 
days’ notice of cancellation of existing 
contracts and to post reductions of 
10%. If the latter are not accepted 
the matter must go to arbitration under 
the provisions of the Transportation 
Act. Probably these reductions would 
be for an indefinite period. - Just how 
long it will take to get decisions can- 
not be predicted. Recently some ex- 
ecutives have expressed the opinion 
that they might be reached in con-. 
siderably less than the 12 to 18 months 
predicted last summer. The executives 
estimate that such a reduction would 
save from $225,000,000 to $250,000,- 
000 annually in operating expenses. 

Again it should be stressed that the 
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The Turn is at Hand 


OW is the time to buy selected common stocks for trading, semi-invest- 

ment and investment. At present deflated levels, they offer possibilities 

for substantial profit with a minimum of capital and risk—opportunities such 
as have not existed for many years. 


The Investment and Business Forecast 
Can Be of the Greatest Service to You 


Your commitments cannot be based on precedent. They must be made only after the most 
intensive analysis and expert interpretation of the new factors that have developed. 











To determine those securities which should fully participate in 
the next sustained advance—to consistently increase your equity 
and income—to conduct a program to help you recover losses 
and place your account on a profit-pointing basis as rapidly as 
possible—you need the definite and continuous guidance of THE 
INVESTMENT AND BUSINESS FORECAST of The Magazine of Wall 
Street. Our facilities to gauge the trend of business, economic 
and stock market influences are of inestimable value. 


Dp? YOU recall the tre- 
mendous profits available 
to those who bought selected 
common stocks in December, 
1930, and carried them through 
January and February of this 
year? 


December 1931, presents a 
striking parallel and even more 
substantial profit possibilities 
The market is discounting poor 


annual earnings reports, tax 
loss selling, bank liquidation 


Several outstanding recommendations are now ready—three 
active common stocks at fixed prices in our Trading Advices, 
It is 


an investment common stock selling under 32 in our Bargain 
Indicator and three sound common stocks all selling under 
12, one under g—in our Unusual Opportunities. 


So that you may receive these new recommendations—and 
get in on their anticipated upmoves at the very beginning 
when the biggest profits are available—we urge that you 
subscribe to the FORECAST at once. Attach your remittance 


and many other factors. 
strengthening its technical posi- 
tion and establishing a founda- 
tion from which a rapid advance 
may logically be expected in the 
early months of 1932. 


Let the Forecast help you pre- 
pare for and take full advantage 
of this advance. It presents the 
opportunity you have been wait- 
ing for. 
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increases in freight rates proposed by 
the I. C. C. do not represent a read- 
justment of the freight rate structure 
of the railroads, nor does the 10% re- 
duction in wages proposed by the car- 
riers represent a readjustment of the 
wage structure. Both are purely 
remedial measures, temporary and even 
brief in duration, simply to meet the 
emergency with which the railroads are 
confronted—a tremendous slump in 
earnings—chiefly because of the busi- 
ness depression. When and if the 
present emergency is met, and when it 
no longer exists, the problem of re- 
adjusting the freight rate structure 
and wage scales and working rules will 
have to be taken up. That for the 
future and not for the present. In the 
meantime a general strike is not ex- 
pected. 

The railroads have still other prob- 
lems in the competition of the motor 
bus, the truck, the airplane, inland 
waterways and pipe lines and in the 
recapture and valuation bugaboos of 
Federal regulation; but these are rela- 
tively unimportant compared with the 
imperative restoration of a normal vol- 
ume of traffic and earnings and of the 
payment of dividends. After all it must 
be remembered that the railroads carry 
the greater proportion of the nation’s 
freight (89% is the estimate) and any 
increase in the tempo of trade and in- 
dustry is bound to find reflection in 
railroad revenues and in a translation 
of earning power into actual earnings 
in a manner which will inevitably start 
railroad securities on an up-trend. In 
fact, if one is prepared to await the 
genuine recovery of business and is 
able to differentiate between the strong 
roads and the weak,—that is to say, 
to avoid those which will be faced with 
actual receivership before the tide 
turns, then it is no over-statement to 
say that the railroad group possesses 
as great if not greater possibilities of 
price enhancement than any other in- 
dustry in which there is security in- 
terest. In making such a selection there 
are two major points to keep in mind, 
—one, the earning power of the road 
under normal conditions as revealed by 
the record of the past eight or nine 
years, and the second, financial strength 
as indicated by absence of bank loans 
and freedom from the burden of large, 
early maturing indebtedness. 








Trade Tendencies 
(Continued from page 222) 








handrolled cigarette demand being re- 
garded by the trade as a passing fancy 
—and is likely to continue lower. 
There are several reasons for the de- 
cline in cigarette withdrawals among 


which may be mentioned fears on 
the part of the trade of increased state 
taxation, the rise in wholesale prices to 
dealers from $6.40 to $6.85 a thousand, 
the temporary popularity of hand- 
rolled cigarettes, and a drastic diminu- 
tion in general consumer buying power 
because of the depression. It is pos- 
sible, however, that the wholesale price 
may be dropped from $6.85 a thousand 
to stimulate demand. The overwhelm- 
ing consensus of the trade appears to 
be that most causes for the decline in 
cigarette demand are of a temporary 
nature and that the regular annual up- 
ward rate of about 10% in with- 
drawals will be resumed in the not dis- 
tant future. 

Supplies of raw tobacco are greater 
than last year and the grade is also 
better. The Department of Agricul- 
ture has estimated the 1931 crop at 
1,661 million pounds, as against 1,641 
million last year, an increase of 1.2%. 
Prices of raw tobacco have been lower 
throughout the South, except in South 
Carolina, where quotations rule better 
than in 1930. The cost of the raw 
product to the large tobacco concerns 
will not be greater than last year. 
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Profits for the cigarette and snuf 
divisions are expected to be as large or 
larger than in 1930. Although ciga- 
rette withdrawals fell 4% during the 
first ten months of this year, this was 
offset by the rise in wholesale prices to 
dealers which constituted an addition 
of 8%, and lower costs. When with 
drawals of cigarettes stabilize, or re. 
sume the uptrend, other things being 
equal, profits should expand consider. 
ably, making this the most profitable 
source of tobacco income. Snuff earn- 
ings may improve slightly this year, but 
prospects are slim for a marked income 
jump, for this is the most stable branch 
of the industry. The decline in cigar 
demand has been severe, and as ad- 
vertising costs and overhead do not de- 
cline in proportion, earnings are ex- 
pected to be heavily off, especially for 
the manufacturers of more expensive 
brands. 
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Manufacturing Active—Profits 
Negligible 


The amount of raw cotton consumed 
by mills of the United States has ma- 
terially increased during the past sev 
eral months, 462,000 bales having been 
used in October this year, compared 
with 443,000 in October, 1930. Cot- 
ton finishing plants remain at 48% of 
capacity, the same as a year ago. The 
demand for cotton textiles is mostly 
of a replacement nature, and unfilled 
orders for spring delivery are small. 


’ Silk manufacturing has improved great- 


ly this fall in volume of output, despite 
the small orders on hand. Although 
large supplies of raw silk glut the 
markets, stocks of manufactured 
goods are low. Rayon  manufac- 
turing has been’ active this year and 
Operations are now approximately at 
full plant capacity. An_ increased 
tariff and lower domestic prices have 
shut out foreign producers effectively 
but domestic competition is very sharp. 
In the woolen field also there has been 
marked improvement this year, output 
rising steadily from January through 
July, but slight declines from last sum- 
mer’s production levels have occurred 
in late months. In view of this trend 
it appears likely that further recession 
in output will occur. 

The outlook for profits in the textile 
industry as a whole is discouraging at 
least for the next several months. 
Severe inventory losses have been in- 
curred by most cotton mills, mainly be- 
cause of persistent refusal to hedge 
raw cotton against finished goods. Also 
the margin of profit received by most 
mills has been inadequate throughout 
the year and, if anything, appears to 
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be diminishing. Raw silk prices de- 
clined over 50% in 1930, but since 
then have receded little, so that in- 
ventory losses have been comparatively 
low for this division, and are unlikely 
to exceed 20% at the end of this year. 
Rayon prices have declined severely, 
and at the present time are so low 
relative to manufacturing costs that 
most firms in this industry will experi- 
ence deficits for the full year’s opera- 
tions. Price unsettlement, numerous 
strikes and reduced volume of orders 
have completely undermined woolen 
mill income. Heavy deficits are being 
incurred. The drastic decline in both 


“prices and output of men’s clothing 


has accentuated the unfavorable woolen 
goods situation. 








Victors in Adversity 
(Continued from page 197) 








ment. Beach-Nut has quite eclipsed 
the stock market as a way of life with 
the Beech-Nut staff. 

Intensified attacks on the consumer's 
pocketbook have taken a new angle 
as a result of lessons learned in re- 
pulsing adversity. The sales force has 
not been increased but its territory has 
been decreased. Effort is concentrated 
more in nearby areas. Distant hills 
may look green but home hills are 
green. 

Intensive cultivation of adjacent mar- 
kets is one of the good signs of the 
times, according to Mr. Arkell. And 
judging from the record of his manage- 
ment, he must be right. 








A Proposal for Wheat 
(Continued from page 221) 


crop estimates are honest, but we know 
they are not infallible. One thing, 
however, we are prepared to admit. 
Your plan certainly would be prefer- 
able to the hopeless and extravagant 
Farm Board experiment. It is also pref- 
erable to such unsound measures as 
the export debenture and the equaliza- 
tion fee. 


Government Wages 


Editor, Reader's Forum: Referring to 
your recent editorial headed “At Cross 
Purpose”: Small factories help themselves 
nowadays by reducing the time of their 
employees by 20% and not by reducing the 
scale of wages. Government employees 
might digest the suggested 20% wage re- 
duction better if it were accompanied by 
a 20% time reduction. From another 
viewpoint: The Government may employ 
140,000 more men at the same expenditure 
of $300,000,000 you mention—E. P 


Gold Must Be Deflated 


Editor, Readers’ Forum: I have read 
with interest Mr. Knappen’s recent article 
“Inflation Is At Hand,” and I especially 
appreciated his article on gold. I think 
he is one economist who comes blamed near 
seeing the light—which is more than I can 
say for most of the economic writers. I 
have read the magazines and papers care- 
fully for the past ten years and up to a 
few months ago I had found only about 
four journals with editorials that even 
“got warm” to the real facts. Of course 
we all know that “The Manufacturers’ 
Record” was right from the incipiency of 
the “getting back to normalcy” propaganda 
and fought the deflationists tooth and nail. 
But outside of that I noted only about 
three papers that had discovered the truth 
and asserted it—that truth being that we 
are now trying to force men and nations 
to pay all the billions upon billions of 
small unit debts, made during and right 
after the war, in the biggest dollars and 
pounds in all history. 

I think you know that the “unit of 
measure” value of money has more to do 
with business than any other one thing— 
and I think you know that a certain 


amount of gold is our unit of measure— 
that while we do not actually handle the 
gold, that that specific amount is the meas- 
uring rod for all property and commodi- 
ties. And I think you know that during 
the past ten years gold has been apprect- 
ating in value much. I say “I think you 
know that” because it ts a thing that very 
few people do know. The general idea ts 
(and this simple idea is not confined to the 
untutored only)—that gold is naturally im- 
bued or endowed with some supernatural 
power making it immune to the infirmi- 
ties of all other commodities—that a piece 
of gold is all the time of the same “value.” 
I think that the increase in the value of 
gold together with the pressure that was 
put on to drive it back to the pre-war stand- 
ard has “measured” all the value out of 
commodities and all property. In other 
words, that a substance that within itself 
is not worth a “dern” has been so han- 
dled that it has “devalued” all the essentials 
of life and killed business and just about 
“rimrecked” the world. Nothing now has 
any money value but money, which inher- 
ently has no value at all and is supposed 
to be only an instrument that should facili- 
tate the handling of real wealth. Yes, the 
tool has become the master. 

Speaking of “inflation,’ I have been 
astonished for years at the writers in the 
financial journals—and the captains of in- 
dustry. They seem to be afflicted with 
what might be termed (if I may be per- 
mitted to coin a new word) “inflaphobia,” 
And they are “all wet’—just as wet as if 
they had been soaked in the sea. Even if 
commodity prices have been clear down in 
the subce: lar and begin to rise a little they 
call it an “inflation” and begin to chase 
around like a cat shot with a popgun. But 
if the dollar swells up like a pouter-fish 
and gets so big that business cannot “swal- 
low it” nothing is then said about inflation. 
I think the dollar has been getting bigger 
for ten years and that if some means is 
not found to put more dollar value in 
things the jig is just about up. I think 
tt was a great efror to try ever to get 
back to the pre-war standard, let alone 
dropping clear below it. I thank you for 
your articles—G. P. 








Must the Automobile Industry 
Remain Static? 
(Continued from page 207) 














inept methods have been used, we are 
not prepared to argue. Our point is 
that the record of failure written by 
dozens of control schemes in the past 
puts a very stiff burden of proof on 
any recommendation along this line. It 
need hardly be said that the demon- 
strated failure of the Farm Board prob- 
ably would erect a barrier of public 
opinion opposing administration by this 

y of any such plan as you suggest. 
We fear that the weakest spot in your 
proposal is the need of governmental 
administration, since there is little rea- 
son to expect—human nature being 
what it is—that so important a pro- 
gram would be conducted in an entirely 
non-political way. Even if political 
administration is avoided, what is to 
prevent ordinary mistakes of human 
judgment? The present Government 
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Important Corporation 
Meetings 
Date of 
Specification Meeting 
12-10 
Canadian Car & Foundry Co 12-17 
Coca-Cola Co. 12-27 
12-11 
1-12 
12-23 
12-14 
Missouri-Kansas-Texas Lines..Pfd. Div’d 12-15 
N. ¥., New Haven & Hartford RB. R. Co. 

Pfd. & Com. Div’d 12-8 
12-19 

12-7 
Radio-Keith-Orpheum Corp 12-10 
Virginia Iron, Coal & Coke....Pfd. Div’d 12-17 
Walgvetd Ce. ..cccccccscccsccccces Annual 12-9 
Warner Bros. Pictures, Inc 12-14 
Warner Bros, Pictures, Inc 12-14 








reasonable in price but easier to oper- 
ate, better to look at and generally 
greater value as to style and perform- 
ance. 

As the 1932 combat takes shape it 
appears that the zone of greatest in- 
tensity will be in the low-price field. 
As usual, the plans of Ford are 
shrouded in secrecy. Much may de- 
pend upon what he has to offer. An- 
other unknown quantity is the new 
Rockne Six, also an entry in the low- 
price race. 

Chrysler with his Plymouth con- 
tinues to forge ahead and plans no 
changes in his present model. Apart 
from the profits accruing from the 
sales of this car is the possibility that 
much additional revenue may be de- 
rived from royalties garnered from 
other motor car manufacturers who 
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may adopt the “floating power” princi- 
ple. Incidentally, Ford has been 
rumored as seriously adopting this 
principle, in which case Chrysler 
would benefit handsomely. 

There has already been some intro- 
duction of mew models, General 
Motors new 1932 Buick among them, 
but this movement will not reach its 
zenith until the January shows. Pub- 
lic interest will then be stimulated: 
and, given reasonably favorable condi- 
tions, this interest should find its cus- 
tomary translation in rising security 
prices in the early part of the year. 
This is not to say how long such ap- 
preciation will be sustained. That will 
depend on conditions in the late spring 
of 1932; but some gains are likely, 
particularly among the companies who 
can offer the combination of a strong 
cash position and reasonably favorable 
sales prospects in the competitive race 
soon to begin. With these two con- 
siderations in mind the reader may find 
a study of the accompanying table of 
value. 








United Aircraft & 
Transport Corp. 
(Continued from page 217) 








amounted to no more than $3,302,000. 
These earnings were equivalent to 
$4.51 and $1.21 per share of common 
stock respectively, based in each case 
on the number of shares outstanding at 
the end of the year. So far in the 
current year, the down trend has con- 
tinued. For the nine months ended 
September 30, earnings were equal to 
89 cents per common share compared 
with $1.31 (before adjustment) for the 
corresponding previous period. 

Despite the decline in earnings, how- 
ever, the company is favorably situ- 
ated in some respects. The capitaliza- 
tion is a simple one. This consists of 
$12,000,000 in $3 cumulative pre- 
ferred stock of $50 par value with 
warrants and 2,084,192 shares of no- 
par common stock. There is no funded 
debt, if one except minor mortgages on 
airport sites. In addition to the cer- 
tainty that the company can suffer no 
embarrassment in the near future on 
account of large maturities coming due 
at this most inconvenient time, there is 
the attractive feature of its extraordi- 
narily strong cash position. At the end 
of last year current assets of nearly 
$24,000,000 were reported and of this 
sum more than $14,000,000 was in the 
form of cash or marketable securities. 
Current liabilities totaled less than 
$2,000,000. 

While the writer is acquainted with 
no aviation security in the world which 
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can be called an investment in the strict 
sense of the word, the preferred stock 
of the United Aircraft & Transport 
Corp. comes nearer to being worthy of 
this designation than any other. Con- 
sider it as a preferred issue only. There 
is relatively little outstanding and it 
represents the senior security of a com- 
pany which has sufficient cash or its 
equivalent on hand to redeem all 
should it desire to do so. Moreover, 
the dividend has been well covered, 
earnings for 1929 being more than 
twelve times and for 1930 well over 
four times requirements. Coverage for 
this year is estimated at slightly less 
than four times requirements. Despite 
the unfavorable trend, if allowance be 
made for depression, such earnings de- 
note a certain investment strength. 

A six per cent or even slightly larger 
return, however, from an industry as 
young and generally speculative as the 
aviation industry is of minor moment 
if it were not for the fact that one can 
obtain it, while at the same time par- 
ticipating in the future growth and 
prosperity of the company. This situ- 
ation is brought about by the warrants 
attached to the preferred stock. These 
witness the right of a holder to buy 
one-half share of common stock at $30 
a share at any time up to November 1, 
1938, for each share of preferred held. 

Nevertheless, the difficulties which 
the industry and more specifically the 
company is now facing should be 
frankly recognized in buying even this 
issue. Aviation’s greatest future lies 
not in catering to the Government, as it 
has until very recently, but in the com- 
mercial success of the new form of 
transportation. The purchaser of any 
aviation security is speculating that this 
change will come to pass. But for 
those who need borrow no money and 
are willing to look ahead United Air- 
craft preferred is one which may well 
prove extraordinarily profitable. 








Important Dividend 
Announcements 


NOTE—To obtain a dividend directly from the 
company, the stockholder must have his stock 
transferred to his name before the date of the 
closing of the company’s books. 


Ann’l Amount Stock 
Rate Declared Record 


$2.00 American Stores..... $50 Q@ 12-12 

4.00 Babcock & Wilcox.... 1.00 Q 12-20 

8.00 Beech-Nut Packing .. .75 Q@ 
Coca-Cola Co. X 


Coca-Cola Co. 
Endicott-Johnson ° 
Gen, Amer. Tank Car. 1.00 
Interl. Business Mach. 1.50 
Interl. Business Mach. 5% Ext 12-21 
.50 Interl. Harvester .... .62% Q 12-19 
Loew’s Inc. ‘7% Q 12-12 
pba ME: SR, anessan se 1.00 Ext 12-12 
Montgomery-Ward Cl. 
e.g 5svdwbeseebe 1.75 
National Biscuit p 
Safeway Stores, Inc... 1. 
U. 8. Gypsum ........ , 
U. 8. Pipe & Foundry . 
Wrigley (Wm.) Jr.... . 
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Revision of Capital Structures 
Is at Hand 


(Continued from page 203) 








and assets. As previously discussed, the 
raising of new capital, whether through 
“rights,” open market security financ 
ing or bank loans, is a readjustment of 
this character. It will usually involve 
some depreciation of existing securities, 
with pressure heaviest on junior issue. 

Equities are also affected, however, 
and even more adversely, if, instead of 
raising funds to meet acute need, the 
company elects to pare down its capi- 
tal obligations, with the general pur- 
pose of establishing a capital structure 
more closely related to actual assets and 
actual earning power. This is an ex- 
treme step, usually taken only as the 
final resort and to which the only alter- 
native is receivership. It involves a 
voluntary assent of security owners to 
a re-scaling of obligations in which 
first mortgage bonds may or may not 
be immune. Junior bonds in most 
cases will be replaced by adjustment or 
income bonds, original holders often re- 
ceiving compensation in the form of a 
new common stock. Old stockholders 
may lose all or part of their equities or 
be assessed, if their participation is to 
continue. 

Thus far, no important company has 
been forced to this drastic action but 
that some will come to it, or to actual 
receivership, can scarcely be doubted 
unless there is an early and fast re- 


‘covery in business activity and profits. 


The preliminary signals to be watched 
are acute weakness in security prices, 
particularly in the bond market, divi- 
dend omissions and, finally, bond de- 
faults. Some of those signals are now 
evident. 

In the final analysis security quota’ 
tions are determined -not at all by fixed 
assets but by a company’s “going 
value.” In this the two supreme ele- 
ments are earning power and net quick 
assets, which is another way of saying 
current financial strength. 

Just how is it that the liquid strength 
which seemed so imposing two years 
ago has, at least in the case of 
numerous companies, been whittled 
down to dangerous proportions? The 
answer is simple. Operating losses 
have eaten some of it. Inventory losses 
have taken a huge bite in various in 
dustries. 

Above all, however, payment of un- 
earned dividends has been the greatest 
offender. This is wholly proper policy 
on the part of a corporation, such as 
United States Steel, which has de- 
liberately built up and maintained 
liquid reserves out of past earnings for 
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Preferred Stock Guide Keep P OSTED 


cial B ger a below omy 4 — — 
- 2 are the utmost care by business 

NOTE: The following preferred stocks are listed solely in accord- houses advertising in this issue. They 
ith th . gP : y will be sent free upon request, direct 

ance with the current yield on each. The sequence of Guide, therefore, ieetn the: ianubin bonne. . Planee eth See 
does not indicate a preference for one issue over any of the others. them in numerical order. We urge our 

. . . . . ers 0 e u advanta 
Readers should observe a proper diversification of commitments in mak- service. Address, Keep Posted Depart- 
ing their selections from this list. pea Salarasinn ot Wal Sinest 40 Besa 
way, e . 


“ODD LOT TRADING” 

Railr ds John Muir & Co., members New York Stock 
oa Exchange, are distributing to investors 

their booklet ‘‘Odd Lot Trading,’’ which ex- 

Div. Rate —Earned $ perShare—, Redeem- Recent Yield plains the many advantages diversification 

$perShare 1928 1929 1980 able Price % offers to large and small investors. (225). 


Norfolk & Western 4 (N) 133,73 A 80 i THE BACHE REVIEW 
5 (N) 40.21 \e 80 A summary of the general financial and 
Union Pacific 4 (N) 46.32 s a 63 ‘ business situation, published every week by 
N. ¥., New Haven & Hart.... 7 (C) 34,40 : ¥ 71 " J. 8. Bache & Co., 42 Broadway, New York. 
Sent on application. In writing please men- 
tion the Bache Review. (290). 
2 4 he “FOR INCOME BUILDERS” 

P ublic Utilities describes a practical Partial Payment Plan, 
whereby sound securities may be purchased 
through monthly payments of as little as 
$10. Build a permanent independent in- 
come through the systematic investing. (318) 

HOW TO GET THE THINGS YOU WANT 
Tells you how you can become financially 
independent—how you can retire on an in- 
come—how you can provide money for emer- 
gencies—money to leave your home free of 
debt—money for other needs. (703). 

TRADING METHODS 
The handbook on Trading Methods, issued 
by Chisholm & Chapman, contains much 
helpful information for traders. A copy 
will be sent to you upon request together 
with their latest Market letter. (785). 

PARTIAL PAYMENT PLAN 
An old established New York Stock Dx- 

° change house invites the purchase of high 

Industrials grade listed securities on monthly time 

payments. Descriptive booklet of plan sent 
on request. (813). 

“SOME FINANCIAL FACTS” 
is the title of a booklet issued by Bell 
Telephone Securities Company, which will 
give you some interesting information on 
this giant public utility. Send for your 
complimentary copy. (875). 

“MAKING MONEY BY DEALING IN MONEY” 
is the title of an interesting booklet recently 
prepared for distribution by Credit Service 
Associates, Inc. Your complimentary copy 
will be forwarded upon request. Simply ask 


for ; 

“SERVING 9,000 COMMUNITIES” 
A 26-page illustrated booklet, issued by 
Henry L. Doherty & Co., describes the wide 





Public Service of New Jersey.. 8 (C) §20.92 §24.44 
Pacific Gas & Elec. 1 1% a 4.57 
Amer. Lt, & Traction 21,38 
$0. California Edison ‘‘B’’.... . 3.61 
New York Steam Corp 6 (C) 10,21¢ 
North American Co 47.48 
New York Steam Corp le 10.21¢ 
North Amer. Edison 6 (Cc 58.98 
Buffalo, Niagara & Eastern Pr. 1.6 (C) 5.19 
Philadelphia Co. 8 (Cc 

Columbia Gas & Electric ‘‘A’’. 
United Corp. 

National Pr. & Light 

American Water Works & El. 
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Procter & Gamble (2nd) 185.59 151.75 
Stand. Brands, Inc., Cum, A.. 123, 

69, 
Hershey Conv. 16. 
Allied Chem. & Dye 7 (C) 6 
Diamond Match 

Mathieson Alkali Works 7 (C) 8 
Commerce, Investm. Trust Ist. 64% (0) 4 
General Mills 6 (C) 1 
Amer. Smelting & Refining.... 87. 
General Cigar 7 62 
American Sugar 1 
Curtis Publishing 21.48 
Aluminum Co. of Amer 6 (C) 14,04 


International Nickel 139.12 
Bethlehem Steel Corp (C) 19.16 42.24 spread activities of Cities Service Company, 
the stable character of the business, con- 


C—Cumulative. N—Non-cumulative. § Earned on all pfd. stocks. + Regular rate, $4. ; 
(a) After Feb. 1, 1984. $0On combined preferred, ; pence Tenia han eleaiie dale 


sions. (9038). 
JOHNSON DAILY MARKET LETTER 
W. K. Johnson & Co., Members New York 
Stock Exchange, issue a daily market letter, 
a complimentary copy of which will be for- 
warded upon request without obligation. 


this purpose. In too many instances a proximately $29,000,000 in dividends (904). 
large “surplus” figure on the balance on the common stock. 
sheet represents investment of the sur- It is this fundamentally unsound Dividends and Interest 

_ earnings of the past in additional dividend policy and the failure to bend " 

ge : ; seg : te? gre THE DETROIT EDISON COMPANY 
P Pages Obviously, 7 every effort to conserving liquid re-| 65 pro rateceesenn stows sapere og 
plus of this kind is no protection for sources that is responsible for much of | 4 quarterly dividend of Two Per Cent. ($2.00 
dividends. the retribution now being paid in the pee Seen or Se eee ae ot Oe Cee 

; 2 e on Januar; " ) 

In dozens of instances, apparently security markets, for the markets are | ot record at the close of business on December 21, 
out of a hopeless desire to “maintain wie long rari by sagen pa SAMUEL 0. MUMFORD, Treasurer. 
appearances,” important companies € are probably near bottom in the 

mae + ace : . ILLINOIS POWER AND 
have continued to pay dividends justi- depression but this does not mean bot- CORPORATION. 
fied neither by earnings nor by avail- tom for all companies. Until the storm 6% Cumulative Preferred Stock Dividend 


yt sap resources. There is reason pray cf ge over, it will 4 pong cuthe, egular ,quarterly dividend on the 6% 
4 : sary for e 1 i umulative Preferr tock of the Company, for 
to leve that some have even dipped nvestor to avol » as he the quarter ending December 31, 1931, amounting 


into “depreciation reserves” and other would avoid the plague, committing | to $1.50 per, share, has been ‘declared,, payable 
specific reserves in order to pay divi- aaa ee ee 
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himself to participation in any com- | {2™"4" 2, 
dends, A few have actually been able to pany which ‘ lacks adequate liquid $6 Cumulative Preferred Stock Dividend 
pay dividends only by resorting to bank strength. His guide in this respect The regular quarterly dividend of $1.50 per 
loans. To cite an outstanding example with most corporations is the eloquent | share on the $6 Cumulative Preferred Steck of 
) the Company for the quarter ending January 31, 


rs - “ ” : 
New York Central, as revealed by its item “cash” or “United States Govern- | 1932, has been declared. payable February 1, 1932, 
to stockholders of record January 9, 1932. 


own reports, has increased its bank loans ment securities” to be found on the 
more than $50,000,000 this year, latest balance sheet. aa ee 
while at the same time paying out ap- He need not despair. An impressive | ?- % HOUMES. 
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New York Curb Exchange 

















IMPORTANT ISSUES 
Quotations as of December 3, 1931 


1981 
Price Range 
-——~— Eecent 


Name and Dividend High Low Price 


Aluminum Co, 224 65% 66 
Amer. Commonwealth Pr-A 

17 1% 2 
12% 3% 4% 
544% 20% 2 
81% 4% 6 
97% 82% 48% 
19% 4% 6 


Amer. Cyanamid B 

Amer, Lt. & Tr. (2%) 

Amer. & Foreign Pwr. War.. 

Amer. Gas Elec. (1) 

Amer, Superpower 

Assoc. Gas Elec, ‘‘A’’ (Stk. 
23% 5% 5% 

Brazil T. L. & P. (1) 28% 7 

Central Stat. El. (10% stk.). 12% 2 

Cities Service (.30) 20% 5% 

Cities Service Pfd. B (.60).. 7% 4% 

Commonwealth & South. War. 2% % 
15 4% 


44% 
Durant Motors 8% 


Elec, Bond Share (6% stk.). 
Ford Mot. of Canada A 

Ford Motors, Ltd. (.86%)... 
Fox Theatre, A 


Goldman Sachs T 
Gulf Oil (1.5) 


1931 
Price Range 
a 
Name and Dividend High Low 
Hudson Bay M. & 8 2 
Humble Oil (2%) 47% 


Internat. Pet. (1) 
L, I. Light. (.60) 


Mid West Util. (8% stk.).... 25% 


Newmont Mining 

Niagara Hudson Power (.40). 15% 
Niagara Hudson Pwr. A war. 3% 
Northern States Pr. A (8)... 152% 


Pennroad Corp. (.40) 
Public Util, Holding Corp. of 
Amor, Ce WEB) <6... crccccce 


St. Regis Paper (.60) 

Salt Creek Prod. (1) 
Standard Oil of Ind. (1) .... 
Standard Oil of Ky. (1.60).. 
Swift & Co. (2) 


United Founders 

United Lt. & Pow. A (1).... 
United Gas Corp 

U. 8S. Eleo, Pwr. (w. w.).... 
Utility Pow. & Lt. (10% stk.) 14% 


Woolworth (F.W.) Ltd. (.17%) 12% 





tion of issues listed on the New 
York Curb Exchange been more 
uncertain. At this writing the market 
has backed and filled within a relatively 
narrow range for more than a week. 
This interlude may result in the estab- 


Ne in many months has the posi- 


lishment of a “double bottom.” Such 
a favorable technical indication would 
strengthen confidence and doubtlessly 
pave the way for at least a seasonal 
rally based on prospects of mild busi- 
ness improvement after the turn of the 
year. 


Price Stability Uncertain 


Stability of price movement, how- 
ever, has not yet been maintained long 
enough to be convincing and average 
prices are too close to the October 5 
bottom to eliminate the danger of fur- 
ther decline. In general, it seems like- 
ly that the closer we approach the end 
of the year without serious reaction, 
the less reason there will be to expect 
it. Since the market exhibits some- 
thing of an internal stalemate, it may 
be that the next decisive change of 
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trend will be largely dependent upon 
external news developments in the 
early future. 

In recent trading the public utility 
group has remained the weakest fea- 
ture of the list, although, on the aver- 
age, the lowest prices of October have 
not been violated. The active leader, 
Electric Bond & Share, has dipped frac- 
tionally to a new low, perhaps influ- 
enced by the financing carried out by 
its affliated company, Electric Power 
& Light. 


Cord in Sharp Advance 


Among the low-priced favorites, 
Cord Corp. has advanced sharply, re- 
flecting the notable recovery in Auburn 
shares on the New York Stock Ex- 
change. Ford Motor, Ltd., on the 
other hand, has sagged to a new low, 
reflecting weakness of the pound sterl- 
ing. 

Investment trust stocks remain 
out of favor. Leading oil issues also 
remain neglected, with moderate new 
weakness in Gulf Oil and a few 


others. 





(Continued from page 239) 
number of corporations measure up to 
reassuring standards in their financial 
husbandry. The names of some of them 
can be found in the market article of 
this magazine. 








World Factors Blocking 
International Recovery 
(Continued from page 195) 








against French goods, to which enacted 
tariffs have now been added. With 
both English and German trade cur. 
tailed by tariffs, and other efforts to 
balance trade. France will increasing. 
ly experience the world business depres- 
sion. With American tourists staying 
at home, and trade slumping every- 
where France may find the balance of 
international payments against her, 
gold flowing out and the economic bub- 
ble burst. 

With a possibility that the French 
flight of prestige and prosperity is near- 
ing its end, there is the coincident 
prospect of the renascence of England 
and the revival of the British Empire. 
Defeatism is dying in England, and the 
rugged tribe that conquered half the 
world seems to be renewing its old 
courage and its former love of splendid 
achievement. A new generation is 
coming on in England that has little 
sympathy with the soft pacifists and 
international philanthropists. These 
new builders of empire say with 
Henley: 


| “Who says that we shall pass, or the 


fame of us fade and die, 
While the living stars fulfill their round 
in the living sky?” 


The crushing defeat of the Socialists 
and Internationalists in the recent 
British elections’ brings with it a virile 
nationalism. Already protective tariffs 
have been applied. with a vengeance. 
The world’s last free market has been 
closed, and the British lion has turned 
on the baiting world with something 
like his old-time roar. The deflation 
of the pound by the renunciation of 
the gold standard is stimulating exports 
and checking imports of manufactured 
goods. The British manufacturer sud- 
denly finds that he can quote competi 
tive prices in world markets. Textile 
mills that have been shut for years are 
running again, rusty ships are again in 
motion. 

The tariff has more than a mere do 
mestic profit justification; it is the 
foundation of a new economic imperial’ 
ism. By it the Empire that has been 
slipping into political unreality stands 
to revive as a world-embracing eco 
nomic nationalism. With a protective 
tariff around the great central market 
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of Britain, to which all trade routes 
converge, the home government is in a 
position to negotiate with the Domin- 
ions for the establishment of a world- 
encircling empire of protected trade. 
This prospect of an economic empire 
bound together by protective and re- 


ernment it may be that through that 
very sympathy it will be better able to 


wield British power, moral and eco- 
nomic, to compel France to adopt a 
more altruistic attitude toward Ger- 
many. In this way we may perhaps be 


treated to a surprising reversal of 


WE have prepared a Selected 
List of Dividend Paying Com- 
mon Stocks of Companies 
having Good Balance Sheets 


French policy and to a sudden thrust 
of French weight and power to the 
side of an early composition of 
Europe's troubles. There is undoubted- 
ly in France a well established tradition 
that the entente with Britain must be 
maintained. 

In the continuation of the entente 


ciprocally preferential tariffs, an em- 
ire of about a quarter of the world’s 
population, is probably the most menac- 
ing thing in the world today for the 
expansion of American foreign trade 
and of American primacy in inter- 
national affairs. 

While the details of British and im- 


and Current Earning Power 
and WITH NO BONDS OR PRE- 
FERRED STOCKS AHEAD OF 
THE COMMON STOCKS. 
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perial tariff policies are being worked 
out and the problem of the return to 
the gold standard is being solved, com- 
mercial relations will be greatly dis- 
turbed. The fluctuating pound is not 
good, even though the cheap pound be 
so. England may give some help to 
silver and fondle the notion of a man- 
aged currency, but she will almost cer- 
tainly return to. gold as a matter of 
pride and profit. 

Yet, while the world is in its present 
monetary flux, strange things may hap- 
pen. Britain, which led the procession 
of the nations away from bi-metallism, 
has many economists who think that 
the restoration of silver is essential to 
the recovery of her trade with India. 
Economists of the Keynes school are 
preaching final rejection of the gold 
standard and the adoption of a man- 
aged price-index paper currency. 

They and, indeed, all Europe are 
keenly watching the practical experi- 
ment being made by the Swedish Rix- 
bank with a view to adjusting the 
value of Swedish paper currency to a 
specially prepared price index of com- 
modities at wholesale and retail. This 
experiment may point the way and 
constitute an argument for permanent 
retirement of many nations from the 
gold standard. A managed currency 
offers some advantages to nations op- 
erating it. England can now at any 
time by manipulation of Sterling quota- 
tions inject unforeseen factors into the 
struggle between her and her com- 
petitors. In her new and perhaps more 
slfish mood England may be counted 
upon to take every advantage of the 
special relations she has to the control 
of prices of silver, copper, and surplus 
agricultural commodities which have 
long been marketed in or through 
London and Liverpool. 

But a train of events has been set 
in progress in England that will cer- 
tainly restore vigor and then prosperity 
in “the old country.” Whatever the 
distant effect on the United States of a 
new British primacy in the world the 
proximate effects can only be in the 
direction of prosperity. Britain is and 
long will be our best market. 

Although in general the new British 
government is more sympathetic with 
France than the former Socialist gov- 
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is to be found the best hope for a com- 


position of the Franco-Italian naval 


parity dispute and other conflicts of 


French and Italian policies. Italy is a 
traditional friend to England. She con- 
stitutes a third reason why French 
power may meet a debacle if it con- 
tinues to be aimed at narrow national- 
istic if not chauvinistic ends. 

Hemmed in by an opposition of 
Britain, Germany and Italy, France 
would be brought face to face with 
realities that would tend to swing her 
away from the hollow triumphs of an 
ephemeral supremacy, based on the 
force of guns and gold, to the more 
enduring moral renown of having 
powerfully contributed to the recon- 
struction of world harmony and pros- 
perity. 

Italy is not a great industrial. nation, 
and she has neither the riches nor the 
economic independence of France but 
she is a tower of strength to the con- 
servative elements of Europe. While 
the truly democratic nations will never 
follow her into Fascism she is giving 
the world an object lesson in controlled 
economy approached from the side of 
capitalism. Italy is today a tyranny 
of the upper classes through a dictator 
who aims at general amelioration of the 
economic position of the oppressed 
classes. And the hard times have 
trimmed Mussolini’s truculence to such 
an extent that Italy has become a 
strong factor in maintaining peace and 
reducing armaments. Grandi's visit to 
the United States may mark the estab- 
lishment of an international bloc that 
will compel reduction of armaments. 

- The other great dictatorship of 
Europe, the proletarian tyranny of 
Stalin in Russia no longer seems the 
menace it was a year ago. The Soviets 
have been inclined recently to turn the 
other cheek when slapped by the mailed 
fist of Japan. Their present and future 





Endicott Johnson Corporation 
Dividend No. 51 


The Board of Directors has declared a quarterly 
Preferred Dividend of One Dollar Seventy Five 
Cents ($1.75) per share, and a Common Dividend 
of Seventy Five Cents ($.75) per share, payable 
January 1, 1982, to stockholders of record as at the 
close of business December 18, 1931. 

Checks will be mailed by Irving Trust Company, 
Dividend Disbursing Agent. 

MAURICE E. PAGE, Secretary. 


November 30, 1931. 


mailed upon request 


Ward, Gruver & Co. 


Members New York Stock Exchange 
Associate Members N. Y. Curb Exchange 


100 Hudson St. 131 E. 86th St. 


20 Broad St. 
New York 








Let’s Help 
Santa Claus 


—Let’s do our part 
in a worthy cause 





WE are fighting for the control of 
cancer, which is yearly taking a 
greater toll of valuable lives. 


To help this worthy cause, we 
are asking you to buy these Christ- 
mas labels, all gummed, ten to a 
package, price one dollar—and they 
make useful gifts to send to your 
friends, too. 


For free information about cancer write to 


NEW YORK CITY CANCER COMMITTEE 
American Society for the Control of Cancer 
34 East 75th Street New York City 
Residents outside of New York City, write to 


American Society for the Control of Cancer, 
25 West 43d Street, New York City 
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Q.C.f; 


AMERICAN CAR AND FOUNDRY 
COMPANY 
PREFERRED DIVIDEND No. 131 

There has been this day declared a divi- 
dend of oneand three-quarters percent (134 %) 
on the Preferred Stock of this Company, 
payable Friday, January 1, 1932, to stock- 
holders of recerd at the close of business 
Friday, December 11, 1931. 

Checks will be mailed to stockholders by 
the Guaranty Trust Company of New York. 

G. R. SCANLAND, Vice-President 
H. C. WICK, Secretary 
New York, December 1, 1931. 
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IMPORTANT ISSUES 


Quotations as of Recent Date 


Bid Asked 
Alpha Port, Cement Pfd. (7) 110 
American Book Co. (7) 70 
Amer. Dist. Teleg. (4) 66 
Do Pfd, (7) 106 
Amer, Manufacturing 20 
Do Pfd. (5) 58 
Amer. Meter Co. (3) 34 
Babcock & Wilcox (4) 61 
Bliss (E. W.) Co., Ist Pfd. (4).... 
Cl. B Pfd. (0.60) 
Bohack (H. 0.) Co. 1st Pfd. (7).. 
Bon Ami, B (2) 
Colt Fire Arms (1%) 
Carnation Co, (1%) 
Do Pfd. (7) 
Cleveland El. of Illum. Pfd. (6)... 106% 
Congoleum Co, Pfd. (7) 
Clinchfield Coal 
Do Pfd, 
Crowell Publishing (3) 
Do Pfd. (7) 
Detroit & Canada Tunnel 
Dixon (Jos.) Crucible (8) 
Doehler Die Cast. Pfd, (3.50) 
Do Pfd. (7) 
Dry Ice Holding 
Fajardo Sugar 
Franklin Rwy. Sup. (2) 
Gt. Atl, & Pac. Tea Pfd (7) 
Herring-Hall Safe 


Lanston Mono. (6) 


Merck Co, Pfd. (8) 
Metro. Chain Store New Pfd. (7).. 
Murphy (G. C.) Pfd. (8) 
National Casket (4) 
Do Pfd. (7) 
Newberry (J. J.) Pfd. (7) 
Ohio Leather 
Do ist Pfd, 
Remington Arms Ist Pfd. (7) 
Ruberoid Co. (4) 
Safety Car H. & L 
Savannah Sugar (6) 
Pfd. (7) 
Singer Mfg. Co. (18) 
Standard Screw (4) 
Stetson (J. B.) Co 
Do Pfd. (2) 
United Porto Rican 
Pfd. 
Wash, Ry. & Elec. (7) 
Pfd. (5) 
West Va. Pulp & Paper (1.60).... 
Do Pfd. (6) 
White Rock 2nd Pfd. (20) 
lst Pfd. (7) 
Woodward Iron 
Young (J. 8.) (10) 


2 





has been quiet, with few wide 

fluctuations, the market appar- 
ently taking its cue from the hesitation 
of the listed markets. There isa marked 
tendency to await some of the sched- 
uled news developments of the near 
future, particularly those bearing upon 
the German political and financial situ- 
ation and those related to the serious 
problem of bolstering the credit of the 
railroads. 

In addition, this market is confronted 
with uncertainty as to the general pro- 
gram that can be expected from Con- 
gress. It is apparent that a host of 
remedial measures, many of them un- 
sound, will be proposed. There will be 
some consideration of changes in bank- 
ing laws and even of alterations in Re- 
serve System practice. Such proposals 
cannot fail to have some influence 
upon the movement of bank stocks. 

Although public confidence has im- 


R tes te trading over-the-counter 


interests in Manchuria are already too 
well protected to openly fight over. 
Russia has not escaped the economic 
chaos of the world. She has discovered 
that she cannot entirely disregard the 
rest of the world. Her dumping policy 
has been thwarted by the old law of 
supply and demand, which has reduced 
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proved, it is not yet clear whether we 
have actually turned the corner insofar 
as frozen banking assets are concerned. 
At present there is some tendency to- 


ward an increase in banking failures, . 


although no evidence that the banking 
distress of October is to be repeated. 
In New York City an important step 
toward a generally improved banking 
position has been taken in the merger 
of the Chatham Phenix with the Manu- 
facturers Trust Co. 

Bank shares recently have been ir- 
regular, but with moderate weakness 
perhaps dominating. Chatham, Chem- 
ical and Guaranty have advanced mod- 
estly, but declines have been shown by 
the Corn Exchange, Bankers Trust Co., 
Title Guaranty & Trust, Manhattan, 
First National, Chase and New York 
Trust. 

The insurance stock group remains 
normally quiet, with very few changes 
of importance. 


all of her exports to the level of world 
prices that even she cannot lower. Six- 
cent cotton and 50-cent wheat in 
America are barriers that no dumping 
can crush. The economic debacle, in 
which the Russians at first rejoiced as 
a threat to capitalism, has now become 
the most serious obstacle to the realiza- 


tion of sweeping industrial progress 
and economic improvement in Russia. 
The Stalin policy is shifting from one 
of endless sacrifice of the present to the 
future, and attention is turning to the 
improvement of the material condition 
of the people. If this policy be fol- 
lowed for any length of time Russia 
may become a market for foreign con- 
sumers’ goods as well as producers’ 
goods. The Bolshevized bear is being 
tamed. 

Every part of the world bristles with 
local problems, more or less related to 
those of Europe, that block progress 
toward prosperity. Australia and 
South America are struggling with 
problems of unendurable debts, lack of 
gold, scarcity of foreign exchange, con- 
traction of exports, ruinous prices. The 
only cure in the present anarchic con- 
dition and way of world finance is in 
the balancing of budgets at low levels; 
and the restriction of imports, which 
further curtails exports. When the 
patients are cured by this heroic proc: 
ess they will be only shadows of their 
former selves. Many states in these 
regions are off the gold standard 
whether nominally so or not. Curren- 
cies fluctuate, trade adjustments are 
difficult and stability unknown. After 
the patients have become convalescent 
rapid recovery will depend upon tonics 
from the United States in the shape 
of both private and public credits. 
What is true of Germany is true of 
them. To regain their places in world 
commercial relations they must have 
American loans. Yet the American in- 
vestor is naturally and wisely reluctant 
to send good money after bad, whether 
to Germany or South America. The 
re-establishment of loaning confidence 
is a matter of time and will probably 
have to have the lure of a self-start 
toward prosperity. 

The threat of war in the Far East 
between China and Japan is now dis 
solving. It is economic irony that the 
growing prospect of peace has been ac- 
cepted by American business as a “bad 
sign.” But peace in Asia, both do 
mestic and international is one of the 
foundations of enduring prosperity. 
Mahatma Gandhi, hope gone of inde- 
pendence for India by British conces- 
sion is returning to India to resume a 
campaign of passive resistance which 
perhaps is almost certain to destroy 
India’s foreign trade. 

On the whole there is little prospect 
of early prosperity through the outer 
world’s creation of it. The slow 
processes of reconstruction are in 
dubitably at work but they measure 
time in years rather than in months. 
We return to the conviction we have 
long held that prosperity must begin 
at home. America will have to lead 
the procession back to prosperity. 
Once we start, as we can, if we have 
not already done so, there will be pros 
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“GENERAL MILLS, INC. 


DIVIDEND 


Directors of General Mills, Inc., announce the 
declaration of the regular quarterly dividend 
of $1.50 per share upon preferred stock of the 
company payable January 2, 1932, to all pre- 
ferred stockholders of record at the close of 
business December 14, 1981. Checks will be 
mailed. Transfer books will not be closed. 

(Signed) K. HB. HOMPHREY, 
Treasurer. 


Gerp Menar Frour 














West Penn 
Power Company 


NOTICE OF DIVIDENDS 


The Board of Directors has declared 
uarterly dividend No. 64 of one and 
rvs uarters per cent. (134%) upon 
the 1% Cumulative Preferred Stock, an 
quarterly dividend No. 25 of one and 
one-half per cent. (14%) po the 6% 
Cumulative Preferred Stock of West Penn 
Power Company, for the quarter ending 
qupeery 31, 1932, both payable on 
ebruary 1, 1932, to stockholders of 
record at the close of business on Jan- 
uary 5, 1932. 


G. E. Mourrir, Secretary. 





























UNION CARBIDE 
AND CARBON 
CORPORATION 


v 


A cash dividend of sixty-five cents 
(65c) per share on the outstanding 
capital stock of this Corporation has 
been declared, payable January 1, 
1932, to stockholders of record at the 
close of business December 2, 1931. 

WILLIAM M. BEARD, Treasurer 














International Petroleum 
Company, Limited 


Notice of Dividend No. 31 


NOTICH is hereby given that a dividend of 25c. 
United States Currency per share has been de- 
clared, and that the same will be payable on or 
after the 15th day of December, 1931, in respect 
to the shares specified in any Bearer Share War- 
rants of the Company of the 1929 issue upon 
presentation and delivery of coupons No. 81 at the 
following bank:-— 


Qity Bank Farmers Trust Company, 
William St., New York, N. Y. 


The payment to Shareholders of record at the 
close of business on the 30th day of November, 
1931, and whose shares are represented by regis- 
tered Certificates of the 1929 issue, will be made 
by cheque, mailed from the offices of the Company 
on the 14th day of December, 1931. 

The transfer books will be closed from the 
1st day of December to 15th day of December, 
1931, inclusive, and no Bearer Share Warrants will 
be ‘‘split’’ during that period. 

By order of the Board, 

J. BR. CLARKBH, 
Secretary. 


56 Church Street, Toronto 2, Canada, 
16th November, 1931. 








———— 


AMERICAN WATER Works 
ax LECTRIG (OMPANY 


INCORPORATED 
(of Delaware) 


NOTICE OF DIVIDEND 


A regular quarterly dividend of 
seventy-five cents (75¢) a share, payable 
in cash, on the common stock of the 
Company, has been declared payable 
February 1, 1932 to common §stock- 
holders of record at the close of business 
on January 8, 1932. 

The Meng oo has been advised by 
the Voting Trustees that as to Common 
Stock deposited under the Voting Trust 
Agreement dated January 2, 1931, this 
dividend will be paid on February 1, 
1932, to holders of Voting Trust Cer- 
tificates of record at the close of busi- 
ness on January 8, 1932. 


W. K. Dunsar, Secretary. 






































The Bell Telephone Company of Canada 


NOTICE OF DIVIDEND 


A dividend of two per cent (2%) ‘has been 
declared payable on the 15th day af January, 
1932, to shareholders of record at the close of 
business on the 23rd December, 1931. 
W. H. BLACK, 
Secretary-Treasurer. 
Montreal, 25th November, 1931. 





ALLIED CHEMICAL & DYE CORPORATION 
61 Broadway, New York. 

November 24, 1931. 
oot Chemical & Dye Corporation has declared 
larterly dividend No. 44 of one and three-quarters 
ber cent. (1%%) on the Preferred Stock of the 
steckheng —. gpd 2, 1932, to preferred 

ers of record at the cl 

Stee 11, Tee close of business 

H. F, ATHERTON, Secretary. 
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UTILITIES 


POWER & LIGHT 
CORPORATION 


(For period ending Dec. 31, 1931) 
& 


7% Cumvuiative Preferred Stock 
Quarterly dividend. . $1.75 per share 
Payable on Jan. 2, 1932 
To stockholders of record. Dec. 5,193] 


Class A Stock 
Quarterly dividend. . .50c per share 
Payable on Jan. 2, 1932 
To stockholders of record.Dec. 5, 1931 


Class B Stock 
A dividend 1/40th of a share of 
Common stock for each 
share of Class B stock owned 
Payable on Jan. 2, 1932 
To stockholders of record. Dec. 5, 1931 


Common Stock 
A dividend 1/40th of a share of 
Common stock for each share 
of Common stock owned 
Payable on Jan. 2, 1932 
To stockholders of record. Dec. 5, 1931 


EME 

















The West Penn 
Electric Company 


NOTICE OF DIVIDEND 


The Board of Directors has declared 
a dividend of $1.75 per share upon the 
Class A Stock of The West Penn Elec- 
tric Company, for the quarter ending 
December 30, 1931, payable on Decem- 
ber 30, 1931, to st olders of record 
* 4 _ of business on December 


G. E. Morrie, Secretary. 
































WARD BAKING 
CORPORATION 


New York, November 24, 1931 


A quarterly dividend of one and three- 
quarters percent (134%) on the Pre- 
ferred Stock of this Corporation has 
been declared, payable on January 2, 
1932, to stockholders of record at the 
close of business December 17, 1931. 


JOHN M. BARBER, Treasurer 











THE UNITED LIGHT 
AND POWER COMPANY 


BANKERS BUILDING 
CHICAGO, ILLINOIS 


The Board of Directors of The United Light and 
Power Company has declared the following divi- 
dends on the stocks of the Company: 

A quarterly dividend of $1.50 a share on the 
ee 4 Cumulative Convertible First Preferred 

tock, payable January 2, 1932, to stockholders of 
record at the close of business on December 15, 1931. 

A dividend of 25¢ a share on Class “A” and 
Class “B” Common a. ee February 1, 
1932, to stockholders of record at the close of busi- 
ness on January 15, 1932. 

Stock transfer books will not be closed. 

L. H. HEINKE, Secretary. 


Chicago, December 1, 1931. 








AND TevecrsP COMPANY 

169th Dividend 
Tue regular quarterly 
dividend of Two Dollars 
Wg and Twenty-Five Cents 
was” —_ ($2.25) per share will be 
aid on January 15, 1932, to stock- 
ides of record at the close of 

business on December 19, 1931. 

H. BLAIR-SMITH, Treasurer. 


243 





perity by induction throughout the 
world, which in turn will stimulate our 
activities. The faster we come back, 
the faster the world will. 








This Is the Time to Buy Stocks 
(Continued from page 191) 








fact is that the industry has revealed 
itself to be virtually depression-proof, 
its 1931 performance indicating that 
future earning power is assured. 

Nor is there any evidence that this 
industry has reached its limit. The use 
of electricity and of electric appliances 
and the use of gas, both natural and 
artificial, maintains a long-term upward 
trend. Accordingly, there is a reason- 
able expectation of gradual expansion 
in utility earnings. We believe, how- 
ever, that the average buyer will do 
well to pay heed to the shorter fluctua- 
tions of these stocks. There is no eco- 
nomic reason, for example, why they 
should double in value over a brief 
period of time. At yields of 5 to 6 
per cent they are attractive, but one 
should give thought to taking profits 
when they are carried up to current 
yields no more attractive than can be 
had from good bonds. 

Merchandising is an assured busi- 
ness. Some one will. always have to 
supply our ordinary wants here. Our 
problem is merely to select the com- 
panies best equipped to derive profit 
from this field. The five selected are 


Woolworth, R. H. Macy, J. C. Pen- 
ney, Drug, Inc., and Shattuck. Gen- 
erally speaking, this group also should 
be favored by reasonable and soundly 
justified appreciation, rather than by 
wild speculation. 

The railroad group, in which we 
select Norfolk & Western, Atchison, 
Chesapeake & Ohio and Pennsylvania, 
offers a fascinating field for investment 
and speculation. Fears of trucks, 
buses and pipe lines have been exag- 
gerated. The industry is a fundamen- 
tal one, its present difficulties being due 
overwhelmingly to the simple fact of 
business depression and drastically re- 
duced volume of freight. It will re- 
spond quickly to any increase in traffic. 

Unlike utilities, railroad earnings 
have been sharply curtailed. This is 
a speculative factor of significance, for 
it implies leeway for a correspondingly 
wide recovery of earning power in 
even a moderate business recovery. Dis- 
regarding the boom years, we would 
only have to get back to a business vol- 
ume comparable to that of 1930 for 
earnings of various roads to double or 
triple. Against this attractive prospect 
of unusually wide appreciation is the 
obvious danger that not all railroads 
will come through the depression with- 
out financial difficulties. For this rea- 
son our selection has been limited to 
the strongest systems. 

Like merchandising, the food indus- 
try is assured of patronage. We select 
Procter & Gamble, Beech-Nut and 
Standard Brands as three of the strong- 
est companies. 





The chemical industry in this day of 
laboratory genius still possesses unique 
possibilities for development and ex- 
pansion; and since it reaches into an 
extraordinarily wide range of industrial 
uses, it should be quick to respond to 
business recovery. The three stocks 
selected here—du Pont, Union Carbide 
and Monsanto Chemical—all have both 
investment and speculative appeal. 

Additional recommendations are 
Standard Oil of New Jersey, General 
Electric, International Business Ma- 
chines and United Aircraft preferred. 
The first offers the most assured equity 
in the oil industry. General Electric is 
the leader in a field not yet developed 
to its maximum possibilities. Interna- 
tional Business Machines has the distinc- 
tion of forging ahead to record earnings 
even in depression and its particular field 
promises further growth. United Air- 
craft preferred is unique in offering 
both a speculative and investment stake 
in the future of aviation. The com- 
pany is the strongest in the industry. 
The preferred shares are convertible 
into common and hence will participate 
in any future growth of earning power. 
The $3 dividend is generously covered 
by present earning power. 

It should be understood that we do 
not advocate the placing of all of one’s 
available funds in these or any other 
stocks. A reasonable proportion should 
be held in liquid form and in high 
grade bonds. The balance, we believe, 
can be safely and profitably spread over 
the portfolio of common stocks herein 
presented. 





ECONOMICS IN THE 
TWENTIETH CENTURY 


By THEO SuRANYI-UNGER 
W. W. Norton & Co., Inc. 


HEN the list of best sellers of 
\Y 1931 is compiled, one will 
look in vain for Economics in 
the Twentieth Century by Dr. Suranyi- 
Unger. It is quite possible, however, 
that years hence, when 1931's best sel- 
lers are accumulating respectable layers 
of dust, copies of Dr. Suranyi-Unger’s 
book will be well worn, thymb-marked, 
and copiously annotated with marginal 
scribblings and similar marks of the 
scholar’s estimate of sterling worth. 
This is a scholar’s book, and the 
dilettante will find little in it to hold 
his attention. The author bluntly 
states at the outset that he assumes an 
acquaintance with ‘such concepts as 
“marginal utility,” the “theory of im- 
putation,” “the classical theory of dis- 
tribution,” etc. This preliminary warn- 
ing is well justified by the contents of 
the book. Pursuing the genetic method 
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“Tips” 
on 


Books 


Book Review Section 
of 
The Magazine of Wall Street 


ee 








of explaining economic concepts by 
presenting a graphic picture of their 
development, the author limits himself 
to three main divisions, namely: sub- 
ject matter, time, and language. The 
subject matter is pure economic theory, 
the time is indicated by the title of the 
book, and the linguistic groups dealt 
with are the German, Romance, and 
Anglo-Saxon. 

The book is a singularly impartial 
survey of the growth of various schools 
of economic theory, indicating more by 
evidence than argument that the de- 


velopment of economic institutions 
parallels the development of human 
behavior. To this end, an intensely 
interesting portion is devoted to the 
exposition of the philosophical sources 
of economic theory. The influences 
of culture, environment, etc., are 
clearly indicated. It would be a de- 
cided error to conceive of this book 
as a collection of generalizations. Quite 
to the contrary, it is almost oppressively 
detailed, precise, and objective. One 
often wishes that the author would 
break through occasionally and set 
forth his views or criticisms. Limita- 
tion of space necessarily restricts him, 
but a possible criticism that might be 
ventured is the cursory treatment ac’ 
corded so large a number of individuals 
and theories. A more synthetic treat: 
ment would make the book more read- 
able and would have been a safe treat 
ment in the hands of as thorough a 
scholar as Dr. Suranyi-Unger. Eco- 
nomics in the Twentieth Century is a 
valuable source and reference work for 
advanced scholars of economic theory. 
—J. F. F. 
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A Complete Financial Library 








in 11 Volumes 


every phase of modern security trading and investing. Written in a concise, 


['eer standard books published by THE MaGaZzINE OF WALL STREET cover 


easily understandable, manner they give you the result of years of research 
and successful market operation—the foremost tried and proven methods and the 
important fundamental principles which you can apply to your individual needs. 


(No. 1) Fourteen Methods of Operating 


in the Stock Market 


Presents in detail the actual methods used by some of the 
most successful forecasters of market conditions showing 
the factors that, in their opinion, cause a rise or decline in 
security values. 


(No. 2) You and Your Broker 


Discusses every phase of the relationship between your 
broker and yourself, Describes what you should watch in 
entering an order, in checking statements and in attending 
to routine matters on your account. 


(No. 3) When to Sell to Assure Profits 


Goes into detail concerning the fundamental factors that 
affect security values. Covers explicitly the important prin- 
ciple neglected by many investors (who too often are only 
good buyers) “When to Sell to Assure Profits.” 


(No. 4) Studies in Stock Speculation 


Contains the ten Cardinal Trading Principles that you must 
employ if you are to make consistent profits in your market 
operations. Provides you with a complete knowledge of 
stock market technique. 


(No.5) The Proper Time to Buy Low-Priced 
Securities for Big Profits 


Especially adaptable to current market conditions. Tells 
how to detect buying points in short swings and in individual 
stocks, when and what to buy for quick profits, buying 
securities for speculation, etc. 


(No. 6) How to Invest for Income and Profit 


Gives a clear explanation of the fundamental principles essen- 
tial to profitable investing under the new market conditions. 
Written during the depression, it outlines the new policies 
and procedure necessary for profitable investing in these 
times. 





Individual Price of 
Each Book .... 


When Sets of 2 or 
More Books Are 
Ordered. Each. . 


$2.25 
$1.50 
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THE MAGAZINE OF WALL STREET, 
42 Broadway, New York, N. Y. 


PLEASE send me your Complete Library of 11 Standard 
Rooks on Security Trading and Investing. 


C1) $15 Enclosed. [C. O. D. $15. 


Address 





a 


[] Please mail me, without obligation, your descriptive book circular. 


How to Secure Continuous Security 
Profits in Modern Markets 


Will ve especially appreciated by every businessman, investor 
and trader—for it contains the principles upon which the 
experts of The Magazine of Wall Street base their judg- 
ment in the selection of securities. 


(No. 8) Financial Independence at Fifty 


Outlines successful plans for investment and_semi-invest- 
ment through which you may become financially independ- 
ent. Shows how to budget your income; to save; the kind 
of insurance most profitable, etc. 


(No. 9) 


(No. 7) 


Necessary Business Economics for 
Successful Investment 


Sets forth the significance of supply and demand, the effect 
of good and bad crops, the ebb and flow of credit and similar 
factors which should help you to recognize and take advan- 
tage of the trend. 


(No. 10) 


Cardinal Investment Principles upon 
which Profits Depend 


Tells how to put vour financial house in order—how to 
make your plan and carry it out after it is made. Bridges 
many danger spots which otherwise could be avoided only 
through costly experience. 


(No. 11) The Investor’s Dictionary 


487 words and expressions clearly defined. Includes every 
word or phrase used in security transactions. Gives repro- 
ductions of all the ordinary documents used in buying and 
selling stocks and bonds. 


fusely illustrated with charts, graphs and tables, replete 
with practical examples and _ suggestions. They are all 
richly bound in dark blue flexible fabrikoid, lettered in 


The entire 11 books are uniform in size and style, pro- | 
gold, and will make a handsome additien to any library. 


Special Offer 
Complete Library of 
Entire 11 Books. $1 5 














All orders outside of the Continental U. S. A. 

must be accompanied by full remittance. 
LEASE send me books as listed above: Nos. 1-2-3-4-5-6- 
7-8-9-10-11. (Simply check books desired, remitting 


$2.25 if only one is ordered, or $1.50 each if sets of two or 
more books are ordered.) 
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